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FORiV.ARD 
I n choosinr; the title FEDERAL TAXATIOl OF T E PERSON L 
I.N S ~JRAI~ CE ESTA'rE . I have tried to limit a most extansill'a field . The 
dividing li a batvveen ersonal and b usiness insurance is diffio lt 
to a as t he latter enters into all phase s of the former . Except 
for inoldenta l mention , there is no discussion of Business Insurance 
or any of its facets . 
To further li1n.it t he scope of this paper • no study or oom-
arison is made of state taxes oroomrnun i ty property la·.1s . To oo V"o r 
t .h is ;:>ha. sa of t x ti :). in t na e i'-'ht nonths g i ven to writing; t h is t he -
sis c o J l d n ot evan e d one i n a c ursory n~~nner . 
The pur pos of t Lis r e or t is to st ud y ani present i n l ay 
fash ion t he ,-,ertinent b ' r t Jt i on perta i n h er; ·to FIL ERAL TAXATIO .. l OF 
Tl E Pi!: SOltAL I i S ' 1 CE ESTATE. so that not on ly t l is •r. iter .J Ut a ll ~h o 
read these ~) f:l(; es may be t tor u11dar stand one phe. ;:;e o ... ' t h is carapl i c ted 
field of ins ur ance --Taxa tion . 
5. 
PREFACE 
"Insurance is a splendid thing ••• For everyone to own ••• Es-
pecially to care for those ••• Who may be left alone ••• To guard against 
the tragedy ••• That gives no warning sign ••• But comes with speed and 
suddeness ••• To take us out of line ••• Insuranoe is seourity ••• For child-
ren and a wife ••• To comfort them for mouths and years ••• And possibly 
for life ••• It takes the husband's place on earth ••• As though he still 
were here • •• To bring his earnings to the door ••• Of those he held so 
dear ••• And it is such a amall expense ••• Compared to other things ••• 
When we consider all the good ••• .And happiness it brings."* 
But will Insurance fill the needs when taxes are so high? 
Can we hope to have estates with the protection we can buy? 
Will Uncle Sam take business wealth 
That's been built with loss of health? 
Though philanthropic we may be 
Never to the Bay State. "Our riches bequest to thee." 
Taxes, Taxes deplete our estate 
Leaving our heirs to the miserable fate 
From riches to rags, security to despair 
.And all because inheritance tax was there. 
What is the truth, where are the facts 
MUst all be lost to government tax? 
How oan I Plan what should be dona 
To leave shelter for my wife and son. 
A partnership, a corporation 
The family group, a graduation 
To government taxes all may be lost 
For wealthy or poor, we all face this oost. 
Today as taxes grow greater and greater 
Insurance gains prominence as the one solution 
That offers sure savings for families, 
For business, for every institution. 
How is this done? Why is it so? 
Read carefully this thesis and you shall know\ 
* James Metoalfe--"Life Insuranoe. 11 
I 
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I INTRODUC1'ION 
"What's a couple of hundred dollars? You' 11 never miss it. 
Save it for your wife and kids. Leave 'em something in case you kick 
off1" 
"Sure, we're all planning to make money--enough to take care 
of any catastrophes! But what•ll happen to your children if you die 
before you accumulate that fortune? You need another $25,000 insurance.' 
11Ye-., I know you've got $140,000 in life insuranoe and other 
property but you're earning more than you need for every day living. 
Put some of it away for the real emergency--your death." 
Each of these agents was giving substantially excellent ad-
vice but, to-day, the insuranoe prospect isn't interested in just buy-
ing. His retort--"Fine, but why should I throw dollar after dollar in-
to an estate that Uncle Sam is going to take away?" is indicative of the 
importance of the tax problem. As never before people from all walks 
of life are thinking and worrying abollt taxes. Estate Planning has be-
o ome tax planning. 
For the insurance agent there is not a greater tool than an 
understanding of taxation--estate, gift and income. Cervantes spoke 
for time eternal when in Don Quixote he wrote "there is a strange charm 
in the thoughts of a good legacy, or the hopes of an estate." This 
applies not only to the recipient but also to the donor. Every man 
reaches for the success of baing able to leave something behind. 
To realize suoh thoughts and hopes the estate planner must 
understand taxation. 
==============================================~--===--~-= 
7. 
But, before discussing the affect of taxation on the insurance 
estate it is important to orient oneself to the relationship of govern-
ment levies to the estate plan. "No tax saving, however alluring should 
be accepted at the cost of sacrificing basic principles or basic objeo-
tives ••• Caution must be exero.ised 1 for clients are readily influenced 
by an expected tax saving and may sell themselves too easily on some 
plan which, however attractive it may seem, does not fit their individ-
* 
ual circumstances." Liquidity and flexibility to meet the desires of 
the planner are of' prime importance. The problem of' taxation must be 
solved within a framework of these two principles. 
Many men have ignored the adage "The dead hand should not 
rule too long" by leaving an estate in a "tax-saving straight jacket." 
There is no other form of property that so completely pro-
videa its owner with the three basic principles underlying estate plan-
ing--liquidity, flexibility and tax savings--as does insurance. If an 
estate consists of land, securities, personal property, etc., one can 
never be sure of value in the case of emergency liquidation. Not only 
is this a problem in times of declining prices, but even in this day 
of the spiraling costs property never receives its real value in an 
emergency sale. ("He offered my husband $200,000 for ~te business last 
month, and now he won't even give me $100,000." Gresham's law of Supply 
* 10, p.63 
8 . 
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and Demand navt:~r ua s illustrated so v•el l .) ~ .. , ny ht:lfe turn id t;o Govern-
m.ent Bond s or savi w s aoooun·t;s to outain needed liquidity , but 1.1 so 
doi ne; , have sacrificed flex i ility i n t :·1e former and any ro 1 p lannb 
i n the latter . l nsur nee rovides: 
1. An est-ta with s d 'aty of rinci ul and v~it11 gu r ante d 
mi imum income re turn . 
2. The means of' o.lttJinL::; n estate the i.noome o ~hich is 
free of inoom t xes . 
3. A le.rger net estate er dollar of proyerty sin e there 
a re no · roba te or a.Jmi istra·tiv-a oosts . 
4 . }1JJ. a sta te tha.t is oGrtain i n a.m oi.lnt . 
5 . An estate th::;,t can not be :,ttauhed by creditors . 
6 . Resources find liquid ity to protect the rest of one • s es -
t te artai~lst f'orced sale of a ssets becau.,e of t ho i.."'l at 
of' tnxation . 
1 . An astute offering so ~·1any options of uett lem nt atrl non-. 
f'orfai ture vn l uas as to ba o 'xts arxti:aJ; in its f l exibility. 
• Special trantmant for i nheritance tax pur poses under state 
9 . (.TuarnnteQd inoo.aa for one ' s beneficiaries in t he orm of 
annuities . 
The only reference to an :S stata Tax on Life Insurance , afore 
* 1916 i!las specific e:x:oJ.ption of su•Jh proceeds but t he Revenue Act of 
* Revenue Act of 1913 
==·- - ~===========================================================================lF= ===~= 
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* 1916 provided for a tax on all proceeds payable to the insured's ex-
ecutors or administrators (i.e. the deceased's estate). It was not 
until 1918 that Congress really tied insurance proceeds to estate tax-
as by taxing the proceeds of all policies "taken out by the deceased" 
either with his estate or others as beneficiaries. Much confusion 
ensued as to the meaning of "taken out by the deceased 11 until# in 1929 
** the Supreme Court# in Chase National Bank v. United States, so strong-
ly emphasized "incidents of ownership" as being the interpretation of 
"taken out by the decea.sed "that the payment-of-premiums--test became 
a forgotten term. With this investors "bonanza", insurance no longer 
was valued so much as a protective device for one's family but rather 
one of the finest investments available. As long as the insured pos-
sessed no incidents of ownership the proceeds were tax free. One could 
even borrow, using the policy as collateral, to obtain a single pre-
mium policy and charge off interest as an expense. (1942 Revenue Act 
put an end to this panacea.)*** 
Finally, in 1938 the Suprema Court handed down a decision 
in fav·or of the Treasury Department basing its decision on the payment 
**** 
of premiums. The freasury's victory was complete in 1942 with there-
vision of the code providing all insurance (either payable to the es-
tate or others where the decedent at time of death either possessed in-
* 
** 
***I 
**** 
I R C Sec 202 (2) 
278 u s 327 
R C Sec 24(a) (6) 
Lang v Connnissioner 304 u s 264 
==--==-~============================~====================~=F======= 
10. 
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* 
c idents of ownership or ha.d paid premiums) was to be included in the 
** gross estate. Even with a tightening of Estate Tax advantages the In-
surance Estate still offers unequalled savings in income tax • 
. Planning an. estate is an undertaking tha.t calls for t he acumen I 
of t he lawyer. the experience of the trust officer. the mathematic s of 
the accountant, the know ledge of the underwriter and most important the 
cooperation of the estate owner himself. The confusion that develops 
in the estate planning is illustrated where A creates a trust for his 
son which A may revoke only with the permission of a trustee with "ad-
verse interests." Under the gift tax law the trust would be considered 
* In the situation where the dece ased had given up all incidents of 
ownershi~ before January 10. 1941 and had not paid any further pr~ -
miums, none of the insurance wou1d be included in his estate. 11 
** 
If he had continued paying premiums, but had given up all other 
incidents of ownership before January 10, 19411 only the portion , 
of the total proceeds that the premiums paid by the insured after 
1941 held to the total premiums paid would be taxable. Examples' 
l. Decedent dies January 101 1942 never having relinquished 
incidents of ownership and having paid the premiums since 
the contract commenced. The face amount plus any accumu-
lated dividends would be included in his estate8 
2. Decedent (D) dies January 101 1942 having assigned all 
incidents of ownership to his son (A) before January 10., 
1941. D continued paying the premiums of $1 . 000 a year 
due January 11. At his death D had paid $4 1 000 in pre-
miums. Only~ of the proceeds would be included in D's 
estate. 
3. The same situation as *2 except the son had paid half of 
the 1941 premium. Only 1/B of the proceeds would be in-
eluded in D's estate. 
4. The same situation as #2 except tha son paid the total 
premium after January 10, 1941. Thus, the total proceeds 
would escape estate tax. 
I 
l. pp 34-37 l 
==---===-===-------===--=~,- ~-= 
11. 
irrevocable and therefore subject to a gift t ax. But the estate t ax 
rule is that any trust having the slights st possibility of being revoked 1 
is a revocable trust. Requiring only the tru stees' permission , the gift J 
established by A can be revoked, and therefore. the trust is subject to 
further taxation at A's death. In direct contrast, no income tax would 
be collected fr om A because under the definition of taxable income this 
trust would be held as an irrevocable gift and all income tax on t he 
proceeds of the trust would be levied on the trust itself. 
Judge Morton , United States Circuit Court of Appeals stated, 
"Nothing is better settled than that persons are free to arrang e their 
affairs to the beat advantage for themselves under the law as i t now 
stands. A purpose to minimize or avoid taxation is not an illicit 
* 
motive. " 
But the pseudo tax expert is travell ing over a road of many 
pitfalls if he dares travel alone. Many men have established funded 
** insurance trusts for their children believing that such a trust would 
* 82 F 2nd 221 
** A funded insurance trust is an irrevocable trust established in 
order that the insured rray transfer his incidents of ownership to some-
one else and have this trustee pay all further premiums on this 
insurance, with the inco~~ from securities or funds also irrevoc-
ably assigned to it . For example: A owns $100,000 insurance on 
his life. He knows that when he dies the $100.000 will be added 
to his estate and taxed as part of it. To avoid this situation A 
irrevocably assigns the policy to a trust. To meet the premiums 
on the assigned policies A also irrevocably transfers $40,000 in 
securities. 
- -J?· 
reduce the overall taxes. The government has held such a transfer to 
be a good gift and therefore taxable as such. (The gift tax is com-
puted on the total of the replacement value of the insurance plus the 
* 
market value of the securities. ) Since the donor directed the income 
from the securities to be used to pay the insurance premiums~ such in-
** 
come is taxable to him--then to complete the "travesty of injustice~" 
at the donor's death not only are all the policy proceeds taxable but 
*** even the value of the securities are included in the deceased's estate. I 
The purpose of the trust (to remove the securities and policy proceeds 
from the donor's e state) therefore has failed. 
With the advice of experts this situation would never arise. 
A donor aay establish an irrevocable trust with the suggestion that 
it be used to purchase insurance on his life. As long as the final 
decision~ as to whether such use of the trust be made, rests with the 
discretion of the trustee the plan is considered an irrevokable gift. 
None of the income is taxable to the donor nor are the proceeds or se-
curities included in his estate at death. 
There are many ways of minimizing taxation--such asJ 
• Commissioner v Back 129 F 2d 243 
**0 Burnet v Wells 289 U S 670 
*** I R C Sec 811 (c) (3) "an interest in property transferred by the 
decedent after October 7, 1929 shall be included in his grosses-
tate (whether or not decedent retained any right or interest in 
the property transferred) if ••• possession or enjoyment of the 
property can, through ownership of such interest, be obtained only 
by surviving the decedent. 
====c-,jf=======~~============================== 
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1. The marital deduction upon the death of a spouse. (to 
illustrate1) a man with an adjusted gross estate of 
$120,000 faces a tax on $60,000 (the first $60,000 of 
one's estate is free of taxes) or a tax of $9,500. 
If he is survived by his spouse and has planned his 
* 
estate to enjoy the I~rital Deduction there would 
be no estate tax upon his death. 
2. The government allows each person to make gifts of 
$3~000 a year~ tax free~ to as many different donees 
as he wishes ($6,000 may be given in gifts with writ-
** ten assent of one 's spouse). In addition, each person 
has a life time gift exemption of $30~00. ($60,000 
** if Marital Deduction is used). 
3. In many states insurance proceeds paid to named benefi-
ciaries are tax fr ee. 
*** 4. Transfers to charities are free of taxes. 
5. Gifts reduce income and, at the same time, shift in-
came to beneficiaries in lower income tax brackets 
** * than is the donor--thus creating more spendable dollars 
Baoh of these plans and many more are discussed in the follow-
ing chapters. 
* See Bstate Tax. 
** See Gift Tax. pp 33-44 
*** See Estate Tax. pp 8-32 
**** See Income Tax pp 45-63 
-- --=-=IJ====o========================Jj'~--'-==~ 
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II. ESTATE TAX 
I. GENERAL 
Never before has the Estate Tax played so important a part 
in the thinking of the American business and professional man, for to-
day while the government levy on transfers at death is at a new fantas-
tic high (and probably will be higher in the f'uture) more people are 
leaving estates. of taxable size. 
TABLE I---INCREASE IN FEDERAL ESTATE 'f.AX 
Adjusted Gross Estate 1930 Tax 1940 Tax 1950 Tax 
$ 160,000 $ 700 $ 9,600 $ 20,700 
310,000 8,900 36,600 65,700 
560,000 20,500 89,600 145.700 
1,060,000 43,300 222,600 325,700 
2,060,000 129,500 557,600 753,200 
I spoke with a clieat who assured me that he didn't have to 
worry about estate taxea because all he had was $48,000 in insurance 
and $32,000 in stock. His exemption would be $120,000 with the marital 
deduction. When we added the accumulated dividends to his insurance, 
approximated the selling price of .his lucrative practice, included hia 
$3,000 bank account, added two houses valued at $64,000 and other pos-
aessions worth over $10,000 he found much to his surprise and concern 
that were he to die to-morrow his estate would be Ta1ued at close to 
$180,000~ This means a tax of $9,600 at his death ! I f his wife were 
to predecease him, the transfer tax at his death would rise to $2.6, 700. 
- I 
I 
I 
Surely the reader can see that lack of foresight in setting up thi s 
es t a t e can do a great disservice to his fa~ily. 
Many successful men have left their famili es with large as-
t a t es only to have their wife faced with poverty due to a lack of liquid 
assets to pay debts and taxes. The following are a few ac tual illus-
trat ions of shrinkage in est ates: 
1. Myron C Woodward, presiden~, Silver Falls Timber Co. , 
* Portland , Oregon. Died April 20,1946--age 71. 
Analysis of Shrinkage 
Gros s Estate $5 35,458 Debts $48,976 
Income t axes due 12,058 
Total Shrinkage 221,033 Adminis~ra~ion Expense 2,956 
Attorney's Fee 9,000 
Net Esta·ce $314,425 Executor's Fee 11,140 
Oregon Inheri tance t ax 21,930 
Federal Estate tax 114,973 
Total Shrinkage $221,033 
With only $5 ,830 in cash, a forced sale mean~ a ~remendous loss. 
2. Damon Runyon, Newspaper columnist and author, New Yor k 
* Diad December 10, 1946--age 62. 
Gross Estate 
Tota l S!;u"inkage 
Net Sstate 
With only 50,860 in cash, 
Analysis of Shrinkage 
$160,032 Debts $92,210 
Administration Expense 15,802 
120·;560 Attorney's Fee 9,000 
Executor's Fee 2,935 
.t 39,472 N Y Estate Tax 613 
Total Shrinkage $120 ,560 
another forced sale a t a loss. 
3. Edward V P Sohneiderhahn, Prominent Attorney, St Louis, 
* Missouri, Died September 1, 1948. 
* Estate Recording Co., 120 Boylston Street, Boston 16 , Mass. 
- - - = ==-- -=::::- = =- ---=--=-=- -
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Gross Estate 
Total Shrinkage 
Net Estate 
$295,872 
35. 96j3, 
$259,904 
Cash in Estate $9.364--
another loss. 
Analysis of Shrinkage 
Debts $ 1,427 
Administration Exp 2,161 
Attorney' s Fee 
Executor's Fee 
Missouri Inher-
itance Tax 
Federal Estate Tax 
7,417 
14,793 
1,52S 
8 ,647* 
$35.,968 
4. Arthur N Alling, Yale University Professor, New Haven, 
** Conn. Died March 15, 1949. 
Gross Estate 
Total Shrinkage 
Net Estate 
$425,900 
124,186 
$301,714 
With only $1,188 in cash 
and no insurance the executor 
had a difficult time maintain-
Analysis of Shrinkage 
Debts $ 2,664 
Administra~ion Exp 5,363 
Attorney's Fee 4,000 
Executor's Fee 8,500 
Conn. Inheritance Tax 
14,411 
Federal Estate Tax 89.,248 
Total Shrinkage $124,186 
ing any estate. Forced sale losses tremendous. 
No longer do Insurance proceeds enjoy a special estate tax 
exemption. Unlike former years when the first $40,000 of insurance 
in a man's estate was tax free-the present Internal Revenue Code, Sec. 
811 readss 
"The value of the gross estate of the decedent shall be deter-
mined by including the value of all property at the time of his death., 
real or personal, tangible or intangible, wherever situated, except 
real property situated outside of the United States--" 
* 50fo Marital Deduction. 
** Estate Recording Company 120 Boylston Street Boston 16., Mass. 
:---------"- ==~-== 7. __ 
"(g) (1) to the extent of the amount receivable by the exeou-
** *** 
tor as insurance under policies upon the life of the decedent." 
"(2) To the extent of the amount receivable by all other bene- 1 
ficiaries as insurance under policies upon the life of the decedent ( A) 
purchased with premiums or other consideration. paid directly or indirec -
ly by the deced~nt, in proportion that the amount so paid by the de-
cedent bears to the total premiums paid for the insurance, or (B) with 
respect to which the decedent possessed at his death any of the inci-
dents of ownership exercisable either alone or in conjunction with any 
other person ••• If the decedent transferred by assignment ar otherwise 
a policy of insurance. the amount paid directly or indirectly by the 
decedent shall be reduced by an amount which bears the same ratio to the 
amount paid directly or indirectly by the decedent as the consideration 
in money or money's worth recei~ by the decedent for the transfer 
**** bears to the value of the policy at the time of the transfer." 
** All pr oceeds from Nation Service Life Insuance are included in the 
deceased's gross estate--treated the same as any other insurance. 
The only exception made in £avor of government insurance is that pa 
1
_
1 
mants·:of' ·Eat·ate-tax...due·"" cannot, .. be .~ col1eo~ed ;-;fi'. om these proceeds. 
*** All insurance held by the decedent on the life of another is valued 
for estate tax in the same manner as for gift tax purposes--the 
fair market value. 
**** When A attempts to decrease his estate by transferring a $1,000 
single premium policy, which has cost him $500. to B, his wife, for 
$500 •• he must be careful that the value received from B is equal 
to the present replacement value of the contract. If the actual 
value of the contract is $750. at the date of the transfer and his 
wife (B) payed him only $500• (the original purchase price) the 
court would hold that she had purchased only 2/3 {500/760) of the 
contract. Therefore at A's death l/3 of $1000. or $333 would be 
included as part of A'e taxable estate. 
==============~~~==~·~=====9F========~ 
In order to olarii'y 'Sec 811 (g) (1) the treasury issued Rag-
ulation 105 Sec 81.26 Which very thoroughly explains the scope of the 
Code : 
"The Internal Revenue Code requires the inclusion in the gross 
estate of all insurance receivable by the executor or administrator or 
payable to the decedent 's estate and all insurance which is in fact 
* 
receivable by, or for the benefit of, the estate. It includes insurance 
effected to provide funds to meet the estate and other taxes, debts or 
** 
charges which are enforceable against the estate. the manner in which 
the policy is drawn is immaterial so long as there is an obli gation, 
Even after one has t horoughly examined his estate and computed its 
value, he cannot be sure that th is figure will be the total est a te. 
Many Estates that have been meticulously planned are unexpectedly 
augmented by bequests of property or insurance from others. If an 
esta t e owner A has been named an irrevocable beneficiary of his 
cousin B's insurance the total value of the proceeds are taxable 
to A's estate at his death even though B is still alive. A's es-
tate therefore must have some surplus liquid assets availab le to 
meet unexpected taxes. 
** Insurance proceeds are considered received by the insured's estate 
as long as there is a legally binding obligat ion on the benefici-
aries, whether a person or a trust, to use the proceeds t o pay 
either the taxes or daets of the estate. (Estate of John S Logan 
23 B T A 236). But when the proceeds are left with a trustee whose 
discrevion it is to decide whether they are to be used fo r the 
settlement of any of the estate debvs or claims then only those 
proceeds so used coma under the title of "fUnds received by the 
executor " (estate of C H Wade 47 B T A 21). A further exception 
is when only a portion of the proceeds are available for the bene-
fit of the estate due to the deceased's arrangements. To cite an 
example--insurance is pledged a s collat eral for a loan .with any 
excess to go to a named beneficiary. On ly the portion used t o pay 
the loan is includible for tax purposes. (Estate of H W Hofferbart 
46 B T A 1101). See also Estate of Matthews 3 T C 525 and Kennedy 
v Commissioner 4 B T A 330. 
19. 
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legally binding upon the beneficiary to use the proceeds in payment of 
such taxes, debts or charges. The full amount of the proceeds so re-
cei~able, without the benefit of any exemption, forms part of the gross 
estate, though all the premiums and other consideration wherewith the 
insurance was acquired may have been paid by a person other than the 
decedent. If the decedent procured h1surance in favor of another person 
or corporation as coll~teral security for · a loan or other accommodation, 
the insurance is considered to be receivable for the benefit of the es-
* tate. The amount of the loan outstanding at the decadent's death will 
be deductible in determinihg the net e s1iate (as will the aocrued interest 
theron) •" 
Except for policies specifically designed to meet the expenses 
and debts of the estate most men leave their insurance to a named bene-
** fioiary. For the average policy holder, 1iherafore, the most important 
section of the code is that which applies to insurance proceeds reoei ved 
by someone other than the estate. 
The first question that the Internal Revenue asks, "Did the 
deceased possess any incidents of ownership at his death?" If the ans-
war is affirmative then the proceeds are automatically included in the 
deceased's estate. 
* Even though a policy has bean assigned as security for a loan the 
proceeds are included in the gross estate. 
** Only 5.~ of all death benefit payments were to the estate of the 
deceased. 
There has bean no specific enumeration of these "incidents" 
but the Senate Conrruttee Report on the Revenue Act of 1942 cites as 
examples, 11 the right of the insured or his estate to the economic bene-
fit of the insurance, the power to change the beneficiary, the power t o 
assign it, the power to revoke an assignmen~, the power to pledge the 
policy as collateral for a loan or the power to obtain from the insurer 
a loan against the surrender value of the policy. Inc idents of owner-
ship are not confined to those possessed by the decedent in a technical, 
legal sense. For example, a power to cmnge the beneficiary reserved 
to a corporation of which the decedent is sole stockholder is an inci-
dent of ownership in the decedent." 
Beyond this very cursory definition the befuddled taxpayer 
must rely entirely on court decisions. It was held that a mere lim-
itation on the decedents rights would no"t remove the insurance from l . 
the oategory--"inoidents of ownership". The estate of the deceased 
whose rights were limited to borrowing for the payment of the premiums 
or changing the beneficiary only if he were to overtly annoy the in-
* sured, found all the proceeds includible for tax purposes. But the 
naming of an irrevocable beneficiary whose permission must be obtained 
by the insured before he may avai L himself of any of the ",. 11 incidents" is 
** deemed a surrender of all incidents of ownership. 
* Chase National Bank of N Y et al, Execu"tors (Neuberger Will v·Hickey 
D C N Y--42-2 
** Helvering v Parker 84 F 2nd 838 
~~====~===============================================-=~=-=-==========================!~====~-~-== 
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Even "incidents" possessed in conjunction wi th another are 
held to be evidence of taxable ownership. This was emphasised by the 
* 
court's decision in Godfrey v Smith. A broad and quite encompassing 
definition includes as incidents of ownershi p a.ny economic interes t in 
or control over the policies or their proceeds. It matters little whe-
** 
ther the ownership of the policy was i ntentional. This was made quite 
*** 
evident ~ i n the ca se of Broderick, Collector v Alice S Keefe. The 
insured was the owner of two polici es for which. ·.in 1930, he designated 
a vested. irrevocable beneficiary who was to take the income for life 
if she survived the insured (the contingent beneficiary was revocable). 
The proceeds of these policies ware taxable as part of the insured's 
**** 
estate due to the possible reverter that existed. If the insured had 
* 180 F 2nd 33 
** An exception is where the insurance agent has written up the 
policy in a manner that negates the insured's wishes. To be 
more specific--an insurance agent wrote a policy on a client's 
mother. The son was to own the policy and pay all the premiums. 
but the agent, in order to make less work for himself. wrote the 
policy as though the mother ware the owner. At the time. he did 
not have an application for insurance that would serve a situa-
tion where the owner and the insured ware different people . The 
son paid all the premiums and then found, much to his surprise. 
that the proceeds .era included ll1 his mother's estate at her 
death. He appealled the case and the oourt held in his favor. 
It was not due t~ his negligence or lack of foresight that t he 
policy was written as it was. but rather fraudulent selling by 
t he underwriter. . , 
*** 112 F 2nd 293 
**** See Appendix 3 page 64 
I ~-=-==~=IF==================-==~===============================~==·-=-~~==· 
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example, if the de.cedant transfers funds to his wife so that she may 
purchase insurance on his life, and she purchases such insurance, the 
payments are considered to have been made by the decedent even though 
they were not directly traceable to the precise funds transferred by 
the decedent. A decedent, similarly, pays the premium or other consider-
ation if payment is made by a corporation which is hia alter ego or by 
a trust whose income is taxable to him, as for example, a funded insur-
ance trust. Payment is also made by the decedent if his employer makes 
payment as compensation for services." 
On~ is truly playing with fire when he arranges to have his 
wife pay for his insurance. In deciding whether the payments 'Were 
indirect from the deceased, or excludible as having been paid by the 
wife the court looks to the source and purpose of the funds. If the 
spouse has an income of her own and used no more than theae proceeds 
to meet the premiums, the insurance will not be included in her hus-
band's estate. MOst women do not have such an income and therefore 
nust use funds fran their husband to obtain insurance on his life. If 
the deceased had given his spouse money which she had invested and she 
used only the proceeds therefrom to p~y the premiums, the insurance 
would probably be free ef estate taxes. This might also be true if the 
deceased's gift had been banked or used for something else and later 
ueed to purchase the contract. In no case would insurance bought at 
the husband's suggestion (except if wife has her own income) be tax 
exempt. 
-=--=- = =-~ =-== 
Many times a wife has purchased insurance an her husband and 
he in turn insured her life. Such cross insurs.noe should never be at-
tempted as the courts have held it to have been in oonsideration of the 
* other's payment (or indirect payments) and thus taxable to the deceased. 
Beware of any attempts at indirect payment of premiums. 
If the deceased had paid either all or part of the premiums 
then the •arne proportion of the prooeeds(as the premiums that the in-
surad paid is to the total premiums paid) will be included in his es-
** ta~e. To illustrate: if the insured had paid four annual premiums 
and then had irrevocably assigned the contract to his son, the bene-
ficiary, who paid eight additional annual premiums on a :j:SO,OOO policy., 
the insured's estate would only include $10,000 of the proceeds for tax 
purposes. (flO,OOO bears the same proportion to $30,000, the total pro-
oeeds, as the four premiums paid by the insured bears to the ~elve 
annual premiums). As long as such a transfer is accomplished at least 
three years before the decedent's death this scheme is a wonderful de-
vice for estate tax savings. 
Whenever a transfer for value is considered for the purpose of 
* Lehman v Commissi~nar 109 F 2nd 99 
** See footnote * pg 10. With the passage of the 1950 Revenue Act"the 
premium payment rule" for determL~ing taxability of life Insurance 
under Federal Estate Tax is further clarified in that "premium paid 
prior to Jan 10, 1941, by the insured are NOT considered even though 
the insured retained a reversionary interest in the policy, IF he 
retained no other rights, and IF the value of' the revertee does no~ 
exceed 5% of the faoe value of the Policy." (C L U Journal :March '51 
p 162). 
II 
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relieving t he insured's estate of the proceeds one must be careful 
* that complete value is paid. Although the full cash value was paid 
===fl=== 
in t he transfer of policies on the life of James Stuart Pritchard 1 the 
court ruled that a transfer for cash value may not be .full oonsidera-
tion but that factors aa the insured's health or in3Ureability must 
** be taken into consideration. I£ the death of the insured is imminent 
or the possibility of obtaining additional insurance on his life is 
slight. extra value must be added to present price of the policies. 
The only exception to the payment of premiums rule is when 
the insured makes an irrevocable gift of the - policy to a charitable i n-
stitu'tion and continues paying the premiums. A gift tax would be lei'ied 
for the present value of the gift but all future peemiuma could be paid 
gift tax free (provided they were within the $3,000 annual exemption) 
and at the same time serve to lower income t axes. At the insured's 
death t he insti t ution would receive the proceeds either as a tax free 
lump sum or income tax free installments and none of the insurance 
*** 
would be includible in the donor's estate. 
"Bequests, legacies, or devices are exempt from estate tax 
only if donated to any public municipality, including the District of 
* The advantages in estate tax of any such transfer must be weighed 
against the added income tax to the beneficiary. See Income Tax 
page .fiQ• 
** 
4 T C 204 
*** Exception would be if gift was made in contemplation of death. 
====~~~=====================~~====================================================~-==--==~= 
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Columbia~ for exclusively public purposes~ or to any religious, chari-
table, scientific~ literary or educational corperat ion (including the 
encouragement of art, prevention of cruelty to children and animals) 
no par~ of whose earnings accrues to the benefit of any private stock-
holder s or individuals or whose activi t ies are largely those of attamp-
t ing to influence legislation; or to t he t rustees of a fraternal or-
ganization operating under the lodge system, where the contributions 
are to be used exclusively for religious, charitable, scientific, lit-
erary# aduoational purposes or for the prevention of cruelty to child-
ren or animals. Donations to these institutions are not exempt if 
such contributions are used 
1. For a loan without ade~gpate security and a reasonable 
rate of interest. 
2. For payment of salaries and compensation in excess of 
that reasonably expected for services rendered. 
3. For the purchase of securities or other property for 
more t han ade~ate consideration. 
4. For the sale of any proper~y part of t he gift for less 
t han adequate considerat ion. 
5. For any transactions which serves as a sub stant ial diver-
sion of such income to sor~ person or organization oonnected with the . 
* grantor ~. 
The only sure way of keeping insurance proceeds out of one's 
* 11, para 3253 and para 3749 
estate i s when a third party purchases insurance on the deceased's 
life and so p l ans the insurance that the insured never possesses in-
oidents of ownership. The scheme is well i llustrated in the case where 
a grandfather established an irrevocable Funded Insurance Trust to pur-
chase a cont ract on the life of his son naming his grandson as bene-
fioiary. The income from such a trust, provided the trustee is inde-
pendent of future whims of the grandfather, is taxable to the trust at 
very low rates (if i t was included in either the grandfather 's or s on's 
income i t would be a much larger tax per dollar). A gift tax is paid 
when the t r ust is established , but this is the only tax levied by the 
government--no further gift or es t ate t axes . Part of the proceeds may 
be available to t he estate of the son if the trustee is given the dis-
oration to purchase assets f rom the deceased son's executor. And last 
thi s "int er vivos" funded trust would save probate or executor's expen-
ses at t he grandfather's death since the amount in the fund was an ir-
revocable gift and not part of his estate. 
In computing the Estate Tax one first calculates the gross 
* 
estate. This inc l udes: 
1. All property owned outright by the deceased 
which passes by vdll or intestate including 
that to the surviving spouse. 
2. Property given away i n contemplation of death 
(anything transferred for less than full con-
sideration within three years of death is held 
to have been made in contemplation of death.~ 
* 16. para. 269 
---~~~====================================== 
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3. Property given away by the deceased during; his 
lifetime to have effect after his death. 
4. Property given away by decedent wherein he kept right 
to income or designation of ultimate beneficiary- -
i. e. he reserved incidents of ownership. 
5. Property owned jointly by deceased and another wit h 
rights of surv~vorship except for the part originally 
owned or purchased by the survivor.* 
28. 
6. Property OITer which the deceased owned a power of appoint-
ment. 
7. Life insurance payable to or for t he benefit of his 
estate. Life inslrrance in which the deaeased held inci-
dents of ownership or paid the premiums directly or .· in-
directly,. 
From this total deduct funeral expenses, administration costs, claims 
against the estate$ unpaid mortgages or other indebtedness against the 
deceased's property, a reasonable amount (specified by the court) spent 
for dependents support during the settlement of the estate, taxes due 
prior to death, any losses due to casualty or theft while settlement 
of the estate is being negotiated and any property received from an-
** other within five years of the deceased's death which had been s ubjected 
to tax at its previous transfer. The remainder is the ad justed gros s 
estate. 
* If a husband purchases pro~erty jointly with his wife and o!fioial-
ly makes a gift to her of 1i of the property by paying any gift 
taxes required, then and only then is half of this joint property 
out of his es tate. If the gift is too small to be taxed it is . ad-
visable to present the wife with her gift publicly. Suoh notation 
can be made in the ownership papers and on tax forms. Othe~vise~ 
though the property is jointly owned and supposedly half belongs to 
the wife, it will be included in the husband's estate. 
** Gift from wife excluded 
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If the deceased is single the net estate for taxable purposes 
* is computed by deducting any donations to . institutions plus a $60,000 
exemption given to every estate. 
Example: A single man has a $500,000 gross estate 
Gross estate 
Deductible Expenses 
Funeral Expense 
Administration Expense 
Debts 
Attorney's Fees 
Executor 's Fees 
Allowance to Dependents 
Loss due to a fire 
$ 1,500 
4,500 
3,800 
9,400 
10,800 
4,500 
21,500 
Adjusted Gross Estate 
Donation to Dartmouth College 
Statutary Exemption 
$44.,000 
60,000 
Taxable Estate 
Federal Estate Tax of 
$500,000 
104.,000 
$340,000 
94,500 
In contrast., the same estate if the man were married and had 
left one half to his wife unde r the mar i tal deduction exemptionJ 
Adjusted Gross Estate 
Less 
Donation to Dartmouth College 
Statutory Exemption 
Marital Deduction 
'I'axable estate 
Federal estate tax of 
$44,000 
60,000 
$444,000 
222,000 326,000 
$118,000 
~ 26,100 
Calculating the includible insurance proceeds if left as a 
lump sum is very simple--the amount recei-rod from the insurer includ-
ing all dividends and paid-up additions. But there has be.en much con-
cern over the value when the proceeds we re left on the installment 
basis. Treasury Regulation 105 para 81.28 clarified the point thms s 
"The one sum payable at death under an option which could have been 
exercised either by the insured or the beneficiary, or if no option 
was granted the stun used by the insurance company in determining; the 
j __ . ---== ==-= 
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* 
amount of the annuity" is the value given to insurance i .ncluded in the 
deceased's estate. 
2. ANNUITIES .AND ENDOWNMEN1'S 
.Annuities present a still different problem for the Estate 
** Tax Planner. Since any refund, joint or survivorship annuities are 
treated as ordinary property they are taxed differently than life in-
suranoe. When an annuitant A purchases income for life with the pro-
vision that a certain sum goes to the beneficiaries at his death, the 
remainder is includible for Estate Tax purposes. If the original an-
nuity was purchased by the beneficiary none of the proceeds inuring to 
him are taxable to A's estate even though A possessed rights to surren-
*** der the policy or change the beneficiary. Even where the beneficiary 
had only paid premiums in proportion ~o his value of the policy it 
would not be taxable upon the annuitan''s death. 
When A purchases a refund annuity providing income to B for 
life and the refund, if any, to C and then divests himself (A) of all 
interests under the contract there will be no estate tax on B's estate 
at B's death. B never possessed any incident of ownership. Nor is the 
annuity taxable to A's estate upon his own death. A had made an irre-
TOcable gift and therefor it is not part of his estate. 
* Estate of John L Walker 8 T C 1107 
** Life Annuities and at the annuitant's death, thus there is no trans-
fer of property and no estate tax. 
*** Estate of H Schwartz 6 T C M 139 
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If the beneficiary's interest is taxable to the annuitant's 
estate it i s calculated on the lump sum in the case of a reftmd annu-
ity or on replacement cost a t the annui tant's death if it is either 
a joint or survivorship annuity. If the surviving annuitant had paid 
part of the original cost, the value includible is in the proportion 
to the cost of a comparable annuity at the survivor's attained age, as 
the premium paid by the decedent bears to the total premium paid.• 
MARITAL DEDUCTION 
** 
With the Revenue Aot of 1948 equality of federal ino om3 tax 
treatment was provided for married people of non-oormnunity property 
states with those of community property states. Upon the passage of 
*** 
this law up to 5Q% of the Adju sted Gross Estate became eligible for 
a tax free transfer to one's spouse. Insurance proceeds qualify for 
marital deduction if they are left to one's spouse in a single lump 
sum or are payable for life {annuity to the surviving partner with no 
further payments) or are payable to one's spouse in annual stipends a-
vailable in the contract with the provision that the amount remaining 
**** 
on the beneficiary's death go~s to her estate. If the proceeds are 
established as a trust for one's spouse, she (it will be assumed tha~ 
the husband is the deceased and the wife the surviving spouse) is en-
• Estate of Pruyn Y Commissioner 12 T C 754 
** See Appendix 4 
*** See page 29--Adjusted Gross Estate 
**** Internal Re venue Code par a.812 (e) ( 1) (A) 
32~ 
titled to all the inc orne from the corpus of the trust, th:ia income to 
be payable at least as frequently as annual installments, to canmence 
* not later than thirteen months after decedent's death, and must have 
the power, alone, to appoint the entire body free of the trust if the 
** 
bequest is to be eligible for marital deducdon. ""~o deduction shall 
be allowed--if such interest is to be acquired for the surviving spouse 
pursuant to the directions of the decedent, by his executor or by the 
*** 
trustee of a trust." 'l'here would be no marital deduction if the trustee 
buys a terminable annuity (no refund). If this same annuity had been 
acquired as a settlement option of the contract it wculd have been el ... 
igible for marital deduction. Thus, in all oases the qualifying act 
is giving the spouse not only income from but possession or the oorpus 
either during life or at death . Vftlen the widow's interest is termin-
able it is includible for estate tax--and can not receive benefits of: 
**** 
marital deduction. 
* 
** 
*** 
**** 
If the delay is caused by fo~al procedural requirements of the 
insurance company as the need of proof: of: death, the proceeds 
will not be subjected to a disqualification for marital deduc-
tion purposes. 
Proceeds are not disqualified if an installment option is chosen 
whereby the widow either can't wi~hdraw or, under the contract 
can do so only at specified times. 
I R C para 812 (e) (i) (b) (iii) 
One exception is an ordinary annuity acquired under the insur-
ance contract which terminate s wi~h the beneficiary's death. I 
I 
I 
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Exampless 
1. M (the decea sed) devises property toW (his spouse) 
for life with the remainder to A and his issue. Since W's interests 
terminate upon her death leaving A and his heirs to enjoy the remain-
* der it is not eligible for marital deduction. 
2. If M establishes a trust for Wand A~ with W receiv-
ing income for life and the corpus only if A or none of his issue are 
alive to receive it, the property does not qualify for marital deduction 
3. M purchased an annuity for life and then to w· for life 
if she survives him (sur:rivorship annuity). Upon the deaths of M and W' 
the refund if any goes to A or his heirs. The interest tha-c passed 
between M and A is non-deductible, but if the refund went to the es-
tate of the survivor of M and W or there was no refund granted~ then 
upon M's death the interest passing toW would be eligible for marital 
** deduction. 
Naming a contingent beneficiary does not disqualify insur-
anoe from marital deduction. Nor does a quantitative division of the 
policy proceeds disqualify the portion which mee ts marital deduction 
prerequisites, i.e., $100~000 contract, with $50,000 in a lump sum to 
the spouse and the rest left at interest, the annual payments of which 
* ihis applies even though W would have heraelf left the remainde~ 
to A and his heirs. 
** 11 1 page 3067 
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goes to the widow, and the corpus, at her death, to a third party or his 
heirs. (The $50,000 lump sum cowss under marital deduction). 
Insurance with its advantageous income ·~ax and settlement 
options is probably the easiest and safest property to leave under 
marital deduction. 
The situation may arise where both parents die at the same 
time, which means that the husband's es~ate will be taxed and then the 
proceeds that are bequeathed to his wife will be taxed again along with 
her possessions. The United State Treasury expressly ruled tha~ '~here 
the order of death of the decedent and his spouse '.:<cannot be established 
by prdof', a presumption that the deceden·t was survived by his spouse 
will be recognized as satisfying the requirement (that the decedent was 
survived by his spouse) only to the extent that it has the effect of 
* giving to such spouse an interest in property includible in her estate. 11 
In the average case (wife with little or no porperty) thi s ser•res only 
as an advantage to the taxpayer as long as the husband has arranged to 
bequeath to his wife property qualifying under marital deductiona Even 
though there will be double taxation it will be on a lower level with a 
** 
consequent saving. 
* Reg 105 para 81.47 A (A) 
** 'Aen the beneficiary is someone. other than the decedent's spouse it 
may be advisable to give him only the income, not the power of appoin -
ment. If this beneficiary is given such power the remaining proceeds 
are taxable at his death as part of his estate (provided his death is 
more than 5 years after the insured's). But where the decedent had 
specified that any proceeds left upon the beneficiary's death were to 
go to a secondary beneficiary--no double estate tax. (Minotto Estate 
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Examples Dec~a 5e4. possessed adjusted gross estate of ~400,000. If none 
of the property is eligible for marital deduaion the tax is enormous 
and may at acme future date be taxed a second :t;iine--this time as part 
of the wife's estate. For illustration purposes let us use the case 
where both spouses die together and the proceeds of the husband's es-
tate either go to the wife under marital deduction or are le.f't so t hat 
she receives none of the corpus to be taxable to her estate a~ her death. 
It is assumed in either case that the wife has no property of her own. 
CASE #1--NO PROCEEDS TO WIFE 
Adjusted Gross Estate 
Exemptions 
Legal exemption 
Marital deduction 
Taxable Estate 
Federal Estate Tax 
$400,000 
$60,000 
0 60,000 
$340,000 
94,500 
CASE #2--FULL MARITAL DEDUCTION 
$400,000 
$60,000 
200,000 260,000 
140,000 
21,900 
ADDITIONAL TAX ON WIFE'S ESTATE 
Adjusted Gross Estate $200,00 
Legal Exemption 60,000t 
Taxable Estate 140,0001 
Federal Estate Tax 21,900 
'ro~al Federal Estate Tax 43,800 
This savings of $50,700 in estate tax more than equalizes 
the administrative expenses in settling the wife's estate. Occasion-
ally, the spouse of a deceased has such a large estate of her own that 
the addition of her husband's wealth subjects her estate to a very large 
tax at her death. In such cases it may be desirable for tbs hu sband 
to leave his property to a third party wi~hout taking advantage of the 
marital deduction. 
There are two ways of overcoming the extra ~ax burden caused 
____ ] ________ . ======~~==============~~36.=-~==-~--~-~~- --
by simultaneous death of the husband and wife. A common disaster clause 
up to six months maybe endorsed on all policies providing tha~ 1 if ~he 
spouse dies within six months of her deceased husband. the proceeds re-
* 
vert to the Contingert Beneficiary. 
The second method is the use of the "disclaimer". To illus-
trate: M has a $200 1 000 adjusted gross estate 1 which he has bequeathed 
to his wife with the thought that she in turn will leave the remaining 
estate to their children. She has a $3006 000 es~ate of her o~. If 
she were to accept her share with the marital deduction taken, her as-
tate is enhanced by $195 1 200 ($4 1 800 is Federal Es~ate Tax). At her 
death this extra estate would be subject to a Federal Estate Tax of 
$62 1 464. A total of $67, 264 would have been paid to meet the esta~e 
taxes on the original $200,000 estate. If ·the wife has disclaimed her 
share and it went directly to their children, the estate tax would be 
$32,700 or a savings of $34,564. (State taxes and administrative costs 
are no t considered in this illustration bu~ it can easily be seen this 
would further exaggerate thi s savings). 
• This is an exception (I R C sec 812 (e) (i) ) to the ~er.minable in-
terest doctrine. It saves property f rom the classification of "non-
deductible " where the only condition under which i t will terminate 
is if the spouse dies within six months of her husband. Examplec 
M (deceased) leaves insurance toW (wife) with the provision tha~ 
if she dies within six months after his death the prooeeds go toM' s 
brothers and his heirs. If W does no~ die within this period the 
prooeeds come under Marital Deduction. 
* As yet the oourt has not had a case on an insurance disclaimer 
and since there are no provisions in policies allowing this action·· 'there 
are many unanswered questions. To whom does the insurance revert? Does 
it go to the Contingent beneficiary or the estate? "Probably the best 
view favors payment to the estate, since 'the beneficiary der ives only 
** 
such interest as is given him by the insured. If included in the estate 
the pr oceeds may still end as part of the wife's inheritance. 
If the insured wants to leave any bequests to charitable or-
ganizations it is to his advantage to leave suoh gifts as a part of his 
estate to be transferred at death. In so doing he is increasing his 
adjusted gross income by the size of 'the bequest thus allowing a larger 
marital daduc'tion. A married person with $120,000 estate desiring to 
leave $50,000 to his church rray purchase $100,000 insurance, leaving 
the other $50,000 tax free for his spouse. 
For the man with a $200,000 adjusted gross estate, of which 
$120,000 is in the form of a business bequeathed to his son, insurance 
is the per~eot way of increasing a tax free esta'te for his wife. He 
may purchase an additiOnal $40,000 polioy to be left to his •dfe with 
no part of it taxable under the e sta·ta iiax. 
Planning an · estate with mari1;al deduction oan prove disaster-
ous unless a hedge is provided in case one's spouse should die first. 
* It is unnecessary to distinguish a disclaimer by a person other 
than a spouse as such a transfer is never eligible for marital de-
duction. Treasury Regulations 81.47 a (e) • 
** 20_. page 00. 
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The estate of $400,000 that has on ly $21,900 in liquid assets to meet 
* the estate tax would find itse~~ in dire circumstances if the marital 
deduction was no longer available due to ~he wife's early demise. Un-
dar these conditions the t ax would be an addi~ional $72,600. Insur-
ance should be provided ~o mea~ this ex~ra expense. 
Although it is necessary t ha't< the spouse r eceive power of 
appointmen-c over the corpus to enjoy the Marital deduction, it is not 
always wise to leave the remaining pr oceeds to be included in her es-
tate. In the case of a $400,000 estate, $200,000 must be given t o the 
wife, but tha~ which remains after tax ($178,100) should be set up in 
trust providing additional income for spouse and not part of her es-
tate at death. During her life-time she most certainly will use part 
of the $200,000. If at her death $100,000 is left ~he tax would be 
$4,800 as canparad with a tax of $54,530 if the entire $378,100 had 
boon given to her in one lump sum. Par~ of the income from the trust 
could be used to purchase insurance on the widow, therby providing the 
original :~400 ,000 for the children a~ the widO'N ' s death. None of these 
death proceeds would be subject ~o estate tax. 
4. T .A.XABLE GIFTS 
** Gifts made in contemplation of death or those with reverter 
*** interests may be taxable to the deceased's estate but any gift taxes 
that had been paid will sEl"'re as a oredi~ towarda the additional death 
* See Appendix #1 
** Appendix 3 page 63 
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taxes. A common acourance is the purchase of insurance on a child's 
life by his father. Should the father die, the family in most oases, 
would be hard put to meet the premiums and would very likely oash in 
the policy. The cash received from this polioy is taxable as part of 
the father's estate. Suoh tax may be' avoided by taking a paid up con-
tract. 
5PA~TT OF THE 1'AX 
The Executor of an estate must calculate all expenses and 
exemption within fifteen months after the death of the deceased in 
order to pay the Federal taxes. A special for.m for insurance proceeds 
* 
- must ba filed by the executor when he pays the estate tax. If the ex-
penses of the estate are overestimated the total deductions will be 
greater than allowed, thereby subjecting the estate to a deficiency 
assessment. On the other hand, any underestimation means over payment 
with a return to the estate of the extra tax. 
Section 826 (C) of the Code prescribes the procedure taken 
if the taxes cannot be met from the assets in the executor's posses-
** 
aion. "Unless the decedent directs otherwise in hia wi ll, if any part 
of the gross estate upon which tax has been paid consists of proceeds 
of polioies of insurance upon the life of the decedent receivable by 
a beneficiary other than the executor, the executor shall be entitled 
* See Appendix 2 
** See Preideman T Jamison page 40 
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to recover frcm such beneficiary suoh portion of the total tax paid 
as the proceeds of such policies bear to the sum of the net estat e and 
t he amount of t he exemption allowed in comput ing the net estata ••• I £ 
t here is more than one such beneficiary the exeoutor shall be entitled 
to recovery fraa such beneficiaries in the same rat io. In the case 
of such proceeds receivable by the surviving spouse ot the decedent 
tor which a deduction is allowed undert he marital deduction this sub-
section shall not apply to such proceeds except as to the amount there-
ot in excess of t he aggregate amount of t he marital deductions allowed 
under such subsection. " Therefore i t is important to specify upon 
whom or from where t he tax is to be paid.. Specification in the will 
would serve to cover taxation of any property or insurance that came 
under the t estamentary estate. Since a beneficiary of life insurance 
proceeds is not a beneficiary of the decedents' ~estamentary estate 
any inclusion in the will that taxes be paid by the executor does not 
* include the insur ance beneficiary. 
Thera are two ways for the deceased to have met est at e taxes ; 
either by having set aside a blook of proper t y or ot her tangible asset s 
to meet the approximated tax (a confiscation of capital) or by having 
set aside t he income from this property with an insurance company. 
knowing that t he prooeeds will meat the t axes, and thereby leave t he 
property intact t o be received by the beneficiaries (preservat ion of 
capital). 
* Priedeman v Jamison 36 A F T R 1624 
-==-'--'=== 
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Preservation of capital may be provided if the beneficiaries 
purchased tax insurance to mee t the Federal Estate Tax. An estate 
owner may take out life in uranca equal to the approximated liabilities 
of his estat e and immedia·tely assign the policy to an irtl'evocabla trust 
for named beneficiaries. which beneficiarie s pay the premiums and give 
t he trust ee the authori1iy to purchase any assets of the estate upon 
the insured's deathe This provides the fUnds to meet any liabilit ies 
of the estate and yet is not taxable as part of the est ate. 
With $1 , 489.752,000 recei·<Ted in death benefits during 1949--
an increase of 50% in the last dacade--~he estate tax acquires an ever 
gro•Ning importance in our society~ No unde~~riter can obtain success 
without an undar.s t anding, cursory though it may be .. of the Federal Es- 1 
t ate T~· ~ 
I 
I 
li 
I 
42. 
Ill GIFT T.AX 
1. General 
"To assist in the collection of the income and estate taxes. 
and to prevent their avoidance thr ough the splitting up of estates 
during the lifetime of the taxpayer 11 is., according to the House Ways 
and Means Committee, the purpose of a gift tax. Before 1924. a gift 
tax was an unheard of entity. It was born in 1924, but died in child-
birth--repealed in 1926. With the increase in estate taxes people used 
tax free gifts to distribute their wealth. So great was the flight to 
gifts that the government was compelled to impose a per.manent gift tax 
as part of the Revenue Act of 1932. 
To-day the gift is used to avoid estate taxation. The tax 
on a donation is only a small portion of that to be paid in estate taxes 
if the gift had never bean made. To illustrate: 
From an estate of $1,300.,000 a $200.,000 gift is made • . By 
using the $3000 annual exemption plus the $30.,000 lifetime exemption. 
the tax on the donation would be only $30,600. In contrast., if the 
$200.,000 were left in the estate and taxed upon the owner's death , the 
levy would amount to $78 .,000. Thera is a saving of $47,400 in making 
the gift. 
But one must weigh the savings received by inter vivos dis-
tribution of an estate against the loss of control which it entails. 
l ________ _ 
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The donor must relinguish all right s to a policy and its benefits. If' 
the insured were to surrender only a por~ion of his interests it is n ot 
a gift. When all ownership, exoept the possibility of a reverter to the 
insured , are surrendered it is considered a taxable gift to the ext ent 
of i ts r eplacement value le ss its possibility of revertership. Accord-
ing to Justice Black, to avoid inclusion in one's estate of a gift 
"after such a transfer has been made, the settlor must be l ett with no 
present legal title in the property, no possible revisianary interest 
in that title, and no right to posse ss or to enjoy the property then 
* 
or thereafter. : In other words. such a transfer must be im.'llediate and 
out and out, and must be unaffected by whether the grantor lives or 
** dies"~ 
TABLE II 
*** Minimum Death Tax Savings Through Gifts By Unmarried Persons 
(1) (2) (3) (4) (5) 
Net Estate .Am't of Gi.f'G tax Reduction Death taxes Net Sav-
Gift on (2) of taxable Saved on ings (5) 
estate (2) Am'ts in (4) mi:aus (3) 
plus (3) 
$100,000 $ 25 , 000 
--
$ 25 ,ooo $ 3,750 $ 3, 750 
' . '·' '· , . ··. t~· 50.000 $ 952 50,952 4,800 3,848 
200,000 50,00 952 50,952 15,067 14,115 
100,000 8,595 108,595 29,440 20,845 
500,000 100,000 8,595 108.595 34.750 26,155 
300,000 53,355 353,355 109,.540 56,185 
1,000,000 100,000 8.595 108,595 40,166 31,571 
300,000 53,355 35 3,355 127,474 74,119 
700,000 153,112 853,112 286,471 133,395 
* When the property is corporation stock, voting power may be re-
tained without disqualifying the gift. (Business and Estate Ins} 
** 69 Supreme Coubt 303 
*** 11, para 2838 
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(1) gifts shown are computed under Federal Gift Tax Statute 
An exemption of $33,000 is assumed in each calculation. 
increase if gifts are spread over a period of years and 
to more than one doneee 
only. .An 
Savings 
are made 
The Internal Revenue Code specifies, "The tax shall apply 
whether the transfer is in trust of otherwise, whether the gift is 
direct or indirect, and whether the property is real or personal, tan-
* gible or intangible, but in the case of a nonresident, not a citizen 
of the United States. shall apply to a transfer only if the property 
is situated within the United States. An e~eroise or release of a 
power of appointment shall be deemed a transfer of property by the 
** individual possessing such power." Where the gift tax has been paid 
and the donated property is considered part of the donor's estate up-
on his death, the gift tax serves as a credit to the deceased's estate. 
There is no double taxation. 
The only instance where double gift taxation may be possible 
is where either a husband has given a gift to his spouse or where "A", 
donor, and "B", donee, are not married and a second transfer occurs 
after five years f.rom the d ate of the gift. 
* 
** 
Befora . any o£ these gifts are considered valid 
1. The donor must be competant to make a gift and 
2. Have a clear intention to make it 
3. The donee must be capable of accepting the gift 
4. Upon acceptance there has to be a relinquishment 
of dominion and control of the gift by the donor 
Property transferred for less than value is considered a partial 
gift and taxed as such ( I R C Sec 1002) 
I R C Sec 1000 (b) & (o) 
4. The conveyance ~ assignment or transfer must · be 
sufficient to vest legal title in the donee with-
out power of revocation at the will of' the donor. 
45. .. 
For example& a competant donor created an irrevocable trust 
consisting of insurance policies. the premiums of' which he continued 
to pay. Upon his death the proceeds were to be divided three ways--
each share going to a different person who was legally capable of re-
ceiving the gift. Donor retained the right to change the benefioiar-
ies but not the right to revest any interest in himaelf. After the 
trust had been established for four years the donor renounced his re-
served right to change the beneficiaries. Only then did it became a 
* 
completed gift and therefore taxable. 
** 
"In computing net gifts for the calender year, 1943 and sub-
sequent cale nder years there shall be allowed as deductions : 
1~ An exemption of $30.ooo. less the aggregate of amounts 
claimed as specific exemption in t he computation of gift taxes for the 
calendar year 1932 and all calendar years intervening between that 
calendar year and the calendar year for which the tax is being computed 
under the laws applicable to such years. 
2. Total exemption. where the gift is to any exemptibla in-
*** 
sti tution. 
3a. Where the donor transfers • during the calendar year • by 
gifts. an interest in property to a donee who at the time of tAe gift 
* Fletcher. I T C 798 
** See Appendix #5 
*** See page 27 Estate Tax 
is the donor's spouse--an amount, with respect t o such interest, equal 
to one half of it's ~alue. 
~b. Where, upon the lapse of time, upon the oocuranoe of an 
event or contingency, or upon the failure of an event or contingency 
to ocour, suoh interast ~ransferred to the spouse will terminate or 
* fail, no deduction shall be allowed with respect to such interest " . 
4. An exemption of $3,000 for annual gifts to each donee. 
With a wife's consent a "split gift"may be made. "A gift 
made ••• by one spouse to any person other than hs spouse shall •• be con-
sidered as made one half by him and one half by his spouse, but only 
if at the time of the gift each spouse is a ci t izen or resident of the 
** United States". As in the case of Estate Tax marital deduction, one 
half of a husband's wealth is considered belonging to his wife. (This 
also applies if the wife is the owner of ~he property.) Using a spli~ 
gift enables the donor to double t he amounts of his life-time exemption 
from $30,000 to $60,000 and his annual exemption from $3 ,000 to $6,000. 
When such procedure is used not ification must be made to the Board of 
*** Internal Revenue. 
Taking advantage of his full exemptions a husband could give 
* I R C Sao 1004 
** I R C Sec 1000 (f) (1) (A) 
*** See Appendix #6 
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* $90,000 in on~ rear t o his wife and f our childr en without paying a 
gift tax. Each year, thereafter . he could dec rease his estat e by an 
additional tax fre e $30,000. By t his means an elderly man who has 
aoctt¢ulat ed wealth can gradually give away his whole estate without 
paying any tax. The que stion will be asked, " Isn' t i t possible t ha1i 
the government will hold all the se gifts ·co have been given in contem-
plat ion of deat h? " Under t he 1950 Revenue Act, a gift made more than 
t hree years before death is assumed to have been made without cont empla-
the estate ' s task to prove "no con:templa1iion of death~ " Even if this 
is impossible, not hing is lost sL,ce any gift tax paid is applicable 
** to the estate t ax due. There are a few precaut ion s t hat must be consid-
er ed when making a gift. Never make the donation at t he same time your 
wil l is drawn . In such a situation i t would be very diffi cult to prove 
t here was no contemplation of death. If gift s are made over a period 
of time there is less sugges t ion of cont emp lation of death and more 
evidence of p lanning. When the purpose of a gi ft is to give one ' s 
chi ldren financial independanoe and by so d oing avoid a large income 
* 
** 
Life t ime exempt ion of 
Doubled with permi ssion of wi fe 
Annual exemption for four child-
$30,000 
30,000 
ren 
Doubled with permission of wife 
Plus exemptiom. for one's wife 
Doubled under rules of mari t al 
deduction 
Tax free gift 
See Appendix 3 page 
12,000 
12,000 
3,000 
3.ooo 
$90,000 
($3,000 eaoh) 
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* tax the court held there was no contempla~;ion of death.. The mothre 
behing the gift is the decideing f ao·:tor. 'When a large gift is made it 
is advisable for the donor to specify in writing the purpose of the 
gift. This extra precaution may save his e statie thousan s of dollars 
a,; his death. 
As illustrated above, a husband can give a gift to his wife 
and by using the marit al deduction only pay t ax on half of the gift. 
For a gift ,;o be eligible for t he marhal deduction (a) the donee 
spouse must be entitled t o all the income from the gift tor life; (b) 
and such income must be payable in annual or more frequent install-
manta; (c) she must have the power to appoint the.entire corpus (d) 
such power in the donee spouse must be exercisable alone and must be 
exercisable in all events and (e) the corpus must not be appointable 
by any other person t o anyone but to the donee spouse. If A were yo 
purchase a 100,000 immedia t e refund annuity for W, his wife. with 
t he stipulation t hat the inst allment s were ·to be distributed t o W and 
the corpus, if any. left to A or his estiate, the gift w~~ld not qualify 
for the marital deduction. W must have t he power of appointing the 
remainder. No "strings " may be attached to a gift to one's spouse if 
it is to qualify for the marital deduc"Gion. 
* Becker v St .Louis Union 1ransit Co 296 U S 48 
'--·--·-
* It wasn ' t until the case of Eppa Huntoon v Commissioner tha~ 
t he cour t held i t to "be regarded as settled that life insurance pol-
icies may be the subj ect of a gift . 11 Evaluating a gift of in surance 
** present ed a problem. The treasury regula~ion and t he cour t decisions 
soon sett led t he va lue of ~ gift of life insurance to be the cost of 
replacing or duplicat ing the policy as of that dat e . Cost of rep lao-
ing means the price that would have t o be paid to obtain a contract 
on t he same lif e. with t he same cash va lue. equa l face value and t he 
*** same premiums ~o continue for the same number of payments . When it i s 
impossib l e t o ascertain t he value of the policy by t he "purchase-of-
a-new~ontract-cost "method. t he oalcu la,tion is achieved by adding to 
the net cash surrender value of t he policy~ a t the date of the gift • 
t he proportionate part of the premium paid before t he gift was made --
which covers a per · oed ext ending beyond the gi f t date. 
**** To illustrate : A gi ft is made nine years and four mont hs 
after the purchase of an annual premium life insurance cont ract . The 
gro ss annual premium was $2 1 811 computed as follows: 
* I T C 821 
** Guggenheim v Rasquin 3 12 U S 254 
*** If the policy is subj ect to a credi t or's lien. t he gift t ax 
va lue acknowledges this discount by giving t he policy i t s fair 
marka~ value. 
**** 5, para. 26261 ( i) ( examp l e 4) 
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Cash Surrender Value at end of lOth year 
Cash Sur render Value at end of 9th year 
Increase' 
1/3 of such increase (the gift having 
been made 4 months following the last 
preceeding premium due date) 
Cash surrender value at end of 9th year 
Interpolated Cash Surrender value at 
Date of gift 
Plus 2/3 of Gr oss premium ($2~811) 
Value of girt 
"' 
$14,601.00 
12,965 .oo 
$ 1,636.00 
545.33 
12 , 965 .oo 
$13,510.33 
1,874.00 
$15,384.33 
lf(hen a policy is transferred before it has been in force 
long enough to have cash value the gross premiums paid by the insured 
are considered its gift value. If the gift is a "paid-up " policy, it 
is va lued at the cost of a single premium contrac t of like amount at 
the then attained age of the insured. 
Although insurance proceeds are paid at a future date--the 
death of the insured--a gift of a policy is not considered a gift of 
futur e int erest . (A gift is held t o be of future interest and thus 
not eligible for the $3,000 annual exemption if the donee does not have 
** a present, unqualified right to use, possess or enjoy the gift). But 
insurance transferred or made payable to a trust may be construed as 
*** 
a gift of future interest. 
* Whenever an insurance gi ft is made it must be accompanied by 
treasury form 938 to be certified by an officer of the insurer. 
See Appendix 7 
** 33, vii 6-3 
*** A gift in trust for minors fr om which they were to receive income 
until age 25 and then the corpus, was deemed a gift of future in-
terest. It was ~aterial that the donees were given as full rights 
as possible being minors. They did not have the use, possession or 
enjoyment required by the law. (Ashcraft v Allen 90 F Supp 543) 
51. 
To be free of the futur e interest category the donnee must be able t o 
* surrender for cash or assign the policy. This rule wa s applicable 
even where the donee posses sed some present interests as receipt of 
** dividends . 
When a. gift is of future int erest the $3,000 annual examp-
t ion is not available. Such a gift is either f ully t axable or may be 
exempt under the $30 11 000 life exempt ion. One must be carefu l when a. 
gift is of future interest, to donate i1J without "conditions." For ex-
ample: if an irrevocable transf er is made to B to be received at t he 
time of the donor 's death-only if B survives the donor-a possible re-
vert er is pre sent and, therefore, the gift would be included in the 
*** donor's estate at his death. It make s no difference that the donor 
had u sed hi s life time exemption. If the donor had made the gift to B 
or, in the event of B' a death, to B' a es ·t;ate, then the gift would be 
comple tely free of the donor's estate . 
By designating the beneficiary of a life insurance policy 
as irrevocable and surrendering all incj_dents of ownership one has made 
a taxable gift. Only if the non-forfeiture benefits of the policy are 
beyond the reach of t he beneficiary is the gift considered of future 
* J J Perkins I T C 982 
** P W Tideman I T C 968 
*** Technical Change s Act of 1949 
[I 
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1 
interest. In most other cases t he $3~000 exemption is available far the 
* 
annual exclusion. 
Gifts made in trust, .f'requent1y, e.re unconsciously gifts of 
future interest. The donor may have established a trust with a remain-
** 
dar, or where a trustee has the d iscretion to pay or withhold income 
*** 
from the beneficiary or where the donee being one of the trustees must 
**** 
depend on the majority opinion to avail herse lf of the trust. Nona 
of these cases allow the donee full access to the gift--therefore they 
are not gifts of present interest. A gift to minors, held by a guar-
dian to be used at his discretion 1 until the children are twenty-one, 
***** 
is considered a gift of future interest. A transfer in trust where 
the transferor~ seeking to avoid any tax to himself on the trust in-
come, authorizes rather than directs the trustees to purchase insurance 
using the trust income, is considered future interests. The trustee can~ 
by purchasing insurance, prevent rece ipt by the donees of an indefinite 
****** 
portion of the trust inc01ne. 
When a trust is donated "free of strings" the donor is en-
titled to a $3,000 annual exemption for each beneficiary since such a 
gift is not to the trust but rather to the beneficiaries. 
* Letters of D S Bliss, Deputy Commissioner, Prentice Hall Inc 
para 26281 
** Welch v Paine 120 F 2nd 141 
ua:-.~· ,· ;.. Fondreu v Cozmnissioner 324 U S 18 
**** Alice Howe et al v United States 142 F 2nd 310 
***** Katherine Shumacker 8 T C 453 
****** Commissioner v Boeing 123 F 2d 86 
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As with insurance, annuities may be classified as gifts of 
future interest. Since an irrevocable benficiary designated under 
a refund or survivorship annuity must survive the annuitant to reap 
any benefits such a designation would not qualify for the annual exemp-
* tion. \Yhether the gift represents an a:r:mual premium or a single pre-
mium future annuity, it is not within the donee's power to enjoy it un-
** til a future date--thus a future interest. 
vVhen de · ~mining the value of annuities for tax purposes. one 
uses the cost of a single payment annuit y providing equal installments 
at the annuitan~s present age--the replacement value. If the gift is 
made immediately upon purchase the cost is the gift value. If it is a 
donation completed by designating an irrevocable beneficiary to a joint 
and survivorship annuity, the taxable portion is calculated by deduct-
ing from the cost of the contract, the price providing for the same 
installments to the primary annuitant alone. Example: Carl, age 65 
purchases an immediate joint life and lasu survivorship annuity for 
h~self and his sister. Anne. age 60. Such a contract providing an 
annl~l income of $5,000 would cost $99,000. If Carl had purchased an 
~nediate annuity for himself alone, the same annual income would cost 
~63,850. Carl has made a taxable gift to Anne of $35,150. ($99,000--
• MOrrow 2 T C 210 
** Roberts v Commissioner 143 F 2nd 657 
t[ 
54. 
To summarize$ great savings are available to one who uses 
* the gift as a means of transferring his estate. In many cases the 
==tt=-==---
cost of the gift tax is more than equalled by the savings of inheritance 
tax. But in all oases both income tax and estate tax saving may be 
gained by use of inter vivos gifts. Everyone is entitled to a $30 6 000 
life time exerr~tion used either on gifts of present or future interests. 
But the $3,000 annual exemption may b.e ·applied only to gifts of a pres-
ant interest. 
If a wife purchases a $150 6 000 policy on her husband payable 
to her child, she pays a gift tax o.n the total proceeds at her hus-
band's death. She had possessed a valuable asset--it ceases at her 
** husband's death. In contrast, if she had irrevocably assigned the pol-
icy to her child while her husband was alive it would have been taxed 
as a gift for the immediate replacement cost and all subsequent premi-
urns would be taxed as gifts of present interest--the annual $3,000 ex-
emption could be used. 
* .AJJ. elderly man of 67 possessed $500,000. He had a daughter and 
two minor grandchildren. His problem was ~ot to increase his es-
tate but rather to give it away. To acco~plish this he established 
a trust of $60,000 in stook for his grandchildren. With this stock I 
earning ~ or $2,400, the trustee was able to purchase $100,000 in-
surance on the grandchildren's father. The top $60,000 of a $500,000 
estate is taxed $19,200 while the gif t tax on this sum was only 
$1,620 or about 1/12 as great. This is a savings of $17,580 . 
** Conunissioner v Goodman 156 F 2d 218 
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In planning a gift, subsequent transfer taxes must be considered--will 
the donee probably die before he can use the gift? Will the addition 
of the gift increase the donee's estate to an even greater size than 
that of the donor? When all these facets have been thoroughly weighed 
a substantial savings awaits most every tax payer who avai ls himself 
of inter vivos girta. 
---~~========================~=====================r- -----
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lV INCOME T.AX 
1. GENERAL 
The average policy holder is rarely confronted with estate 
* tax and very rarely makes a gift amounting t o more than $3,000, .but 
almost everyone of us is subject to inc ome tax. If one earns over 
$600 00 neii income--and today with minimum wage laws there is hardly 
anyone who works and earns less--one mus-t pay an inco~ tax. 
** Alongside the growth of income tax the American public has 
developed an ever increasing concern about old age protection. Social 
*** 
security, with the amandements of 1950 offers the great bulk of work-
ers an income at age 65, but at barely a subsistanoe level. Therefore 
to enjoy retirement in old age there must be supplementary income a-
vailable. Unde r the social security laws one cannot earn more than 
$50.00 per month whil& eceiving social security benefits. The question 
"What can I do to increase my retiremen-t; income?" is easily answered--
"Save your money in a safe investment that will tt:.ugment your social 
* According to the Institute of Life Insurance the average insur-
ance death benefits left by .Americans deceased in 1949 was $1.,096. 
Life Insurance Fact Book p 35 
"'* Comparison of Income Tax 1929 and 1951 
NET TAXABLE INCOl\!lE 1929 mcm.~ TAX 1951 lliT COME TAX 
$ 15,000 $ 465.00 $ 4,730.00 
25,000 1,5 65 .oo 10,150.00 
50,000 3,355.00 26,820.00 
100,000 16,835.00 67,320.00 
500,000 116,835.00 429,820. 00 
*** See Appendix 8 
===== ====#== = =---= 
security." But when one contemplates a "safe Investment" he finds 
-
only one gives real tax advantages~-insurance. 
TABLE 111 
WHY LIFE INSURANCE IS YOUR BEST INVESTMEN'r 
(Effec~ive on 1951 Inoome -- Based on 1950 Revenue Act) 
Taxable 
Income* 
Over Not over 
Uncle 
Sam 
Gets 
$ 2,000 
4,000 
6,000 
8,000 
10,000 
12 ,ooo 
14, 000 
16,000 
18,000 
20,000 
22,000 
26,000 
32,000 
38,000 
44,000 
50,000 
60,000 
70,000 
80,000 
90,000 
100,000 
150,000 
200,000 
$ 4,000 22% 
6,000 26 
8,000 30 
10,000 34 
12,000 38 
14,000 43 
16,000 47 
18,000 50 
20,000 53 
22,000 56 
26,000 59 
32,000 62 
38,000 65 
44,000 69 
50,000 72 
60,000 75 
70,000 78 
80,000 81 
90,000 84 
100,000 87 
150,000 89 
200,000 90 
91 
** Your Net after Taxes 
You On Capi~al Invested at 
Get 3% 4% 5% 
78% 
74 
70 
66 
62 
57 
53 
50 
47 
44 
41 
38 
35 
31 
28 
25 
22 
19 
16 
13 
11 
10 
9 
2.34% 
2.2:2 
2.10 
1.98 
1.86 
1.71 
1.59 
1.50 
1.41 
1.32 
1.23 
1.14 
1.05 
.93 
.84 
.75 
.66 
.57 
.48 
.39 
.33 
.30 
.27 
3.12% 
2.96 
2.80 
2.64 
2.48 
2.28 
2.12 
2.00 
1.88 
1.76 
1.64 
1.52 
1.40 
1.24 
1.12 
1 .00 
.. 88 
.76 
.64 
.52 
.44 
.40 
.36 
3.90% 
3.70 
3.50 
3.30 
3.10 
2.85 
2.65 
2.50 
2.35 
2.20 
2.05 
1.90 
1.75 
1.55 
1 .40 
1.25 
1.10 
.95 
.so 
.65 
.55 
.so 
. 45 
* After personal and dependent exemptions and deductions. On a joint 
husband and wi. fa return, taxable income is divided by two. App lica-
ble tax rates are applied and then the tax is multiplied by two. 
** Applies to top income. For example, if your taxable income is $2C, 
000 and you earn in addition t o that $l,OOO .ftoom investments based on 
a ~ interest return on your capi~al, you pay 5~ of your $1,000 to 
Uncle Sam. Tha~ give s you a net after taxes interest return of only 
1.76,1o. (From Net After Taxes, a monthly for Business Executives and 
Pr of essional men). 
8_. 
Chart shows importance of deferring investment income while one's earn-
ings are high. When one invests in life insurance no tax is paid until 
one receives proceeds in excess o,f premiums paid. 
\Vhether one is considering the living or death benefits of 
insurance he finds insurance endowed with tremendous income tax advan-
tages--advantages that even government bonds and securities do not have. 
For the a verage worker who saves part of his small income to supple-
ment his social security. for the millionaire who is looking for a good 
investment 1 for anyone who wants to leave his .family pro"Gected upon his 
death. insurance provides the answer. 
How else is it possible to leave a tax free income to one's 
spouse? By what other means can one receive interest on an inves~ent 
without a tax? There is only one answer--insurance \ 
If A dies. leaving his wife $100.00 a week .for the res"G of 
her life. she will be confronted with an annual tax of $996.00 or al-
most 1/5 of her income. If this same gentleman had bequested $100.00 
a week for his wife in the .form of an annuity option under his life in-
* 
surance • she would never pay income tax. No part of her annual $5.200 
** 
would be decimated by Uncle Sam. 
* Family Inoam.e Policies. according to the General Council's Memoran-
dum 10 843 23523. are treated as an ordinary life policy and are 
not taxable as income when received as a result of the death of the 
insured. 
** I R C Sec 22 (b) (1) "Amounts received under a life insurance contract 
paid by reason of the death of the insured. whether in a single sum or 
otherwise shall be exempt from taxa"Gion (but i.t' such amounts are held 
by the insurer under an agreement to pay interest thereon~ the inter-
est payments sba1 be included in the gross income)~ 
----·----~- =-o ----- =::o-===-=======-===- 5 9_.:!..==11====== 
It matters li·btla who the beneficiary is. Even i f the rae ipi ent of 
the insurance proceeds rece ived upon t he death of the insured is a 
corporation there is no income t ax. 
Dividends received by reason of the L~surad 1 s death are a l so 
exempt. Such accumulations are held to be part of the insurance pro-
caeds and are entitled to all t he t ax advant ages so allowed. Divi-
* dends n ot left on deposit nor used to buy paid-up additions# but rather 
race ived as a cash ref und or a deduction of premium are not part of 
one's gross income. Thus, during the life of the assured _, insurance 
dividends are income tax free. The reasoning behind this law wa s 
based on the assumpt ion (and correctly so) that dividends are merely 
a r e turn of premiums. The original premium is an approximated calcu-
lation of the insurance costs ba sed on mortality table s , expec t ed in-
tere st rates and business expenses. If a savings is rea l i sed t h:ru ef-
ficient operations, careful sa lect ion of risks~ which produce a favor-
able mortality and high returns on invest men ts, then a dividend or re-
t urn of par t of the preminm is possible. 
When a policy is t ransi'arred for valuable consideration.~ i t 
no longer receives t he s~1e favored t reatment as do the proceeds men-
tioned above. Protection of one's beneficiaries and enooura~ement to 
* A paid-up addit ion is that added amount of si:rl6le premia.m. insurance 
that a dividend wo uld purchase at the age of the in sured when he 
reoaives the di-vidend.. For many who later in life find themselves 
uninsureable, t he paid up addition clause proves a wonderful way of 
increasing their insurance estate. 
-~==-=+====-~~~-=-=-==-~======================~=-=-~=-============~~-~-!==~~-~~ 
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saVe' for one's survivors prompted Congress to allow insurance proceeds 
special tax benefits. Sale of policies by the original purchaser ra-
* 
moves the insurance from the category of "social'' exemption. If -the 
transferee pays full consideration for the contrac-t and pays all further 
premiums, it is held that he fully purchased the insurance frctn the 
** 
· insured. There would be no tax on the proceeds at the insured's death 
until the purchaser had received an amoun-t equal to that which· he paid 
for t he policy. Then all additional proceeds would be taxed as regular 
*** income. 
Very often a transfer is made for only par-tial considera-tion. 
The transfer ee may receive a paid-up policy for partial value or he 
may prov:i.de consideraHon by paying up any loans on t he policy. In 
either case only the portion that exceeds the amount paid by the trans-
farse is treated as ordinary insurance proceeds. The remainder is 
treated as a transfer for valuab le consideration. To illustrate: A 
widow releases her husband's $10,000 policy of a $1,000 in debts by 
* The only exception is when the policy is sold to the ·insured or 
a charitable .institution by a third party. Even though there has 
bean a transfer for valuable consideration the law allows the 
proceeds to be received by tha beneficiary to be tax exempt. 
** If the policies (Life insurance, endownments or annuities) are 
sold, a gain is taxed as capital gain and the loss as a capital 
loss. (A loss in the sale of life insurance is not recognized) 1 
The sale of income rights under the contracts are held to be sales ' 
of capital assets and therefore taxed as capital gains. (15 para 
12 (d) ) 
*** Treasury Regulation 111 Sec 29.22. (b) (2} -3 
=-'==--'--="--'== ~--=--=- -
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paying his creditors. Only $9,000 is tax free under the Internal Rev-
* 
enue Code Section 22 (b) (1). The remaining $1,000 is treated as though 
*"' 
she were a transferee for value. 
Unle ss it directly defeats the purp ose of the transfer all 
gi ft s of policies should be made without valuable consideration. Pro-
oeeds from such policies are taxable for income tax purposes as though 
they were still in the possession of the donor. Therefore, if the 
donor would have received the death proceeds free of income tax, so 
too would the donee. This is true even if the donee pays all future 
premiums. 
Whene·ver a corporation or private person has an opportunity 
to purchase a policy already in force the disadvantages due to income 
tax should be carefully -,~eighed. If possible always purchase a new 
contract rather than buy an old one. 
Many have tr ied to interpret the liberal insurance income 
tax rules to apply to payment of premiums. In order that there be no 
confusion the law specifically reads that payment of premiums is not 
deductible as a personal expense if i~ is payment on one's own insur-
anoa or if the taxpayer is directly or indirectly a beneficiary under 
*** the policy. There is a notable exception, however, premiums are de-
• See inc orne Tax page 60 
** Grace R M Hall 12 ! C 419 
*** I R C Sec 24 (a) (1) and (4) 
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ductable expense when t he insurance fonns a part of a divorce settle-
ment under a court decree. 
When insurance has been irrevocably assigned to a chari t able 
institution the premiums are deductible as donations to charities up 
* to 15% of one's adjusted gross income. 1'o avail oneself of the exemp-
** t ion. a donor must be sure the insurance has been irrevocably assigned 
and the charity is among the list of acceptable insti tutions. This 
scheme serves a second purpose--that of reducing the donor's estate 
of taxable wealth at his death. To illustrate: A has a $5~p:D .. p olicy 
that is payable to his estate. The annual premium is $2,000. A, by 
irrevocably assigning the policy to B, a ohari t ab le institution, relieve 
his estate of $50,000 and can take an annual deduction of ~2,000 from 
his income. 
Premiums paid by a debtor on lif'e insurance in fav or of his 
creditor are not deductible. It matters l:i:t~tle that such a policy 
was a stipulation of the loan. The code reads, 11in computing; net income 
no deduction shall in any case be allowed in respect of premiums paid 
on any life insurance policy coveeing the life of any officer or em-
ployee, or of any person financially in~erested in any trade or busi-
* Behrends v Co~ssioner 23 B T A 1037 
** Mortimer C Adler 5 B T A 1063 
=========ll=-l~= 
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ness carried on by the taxpayer, whe n the taxpayer is directly or in-
* directly a beneficiary under such policy". 
When an insurance contrac'ti is cancelled or changed one maybe 
confronted with a special income lev-y. Unless 1:ihere is a specific con-
tractual right in the policy allowing the insured to change from one 
form of insurance to another any gain due 'tio the excess of cash or cash 
value received by the insured over the cost of the policies is 'tiaxable 
** incOOJ.e. In the case of Parson v Conunissioner, "tihe court elaborated 
on this ruling and held the fair roorket value of a single premium con-
tract (when determining taxable gain on a policy exchange) was the 
cost of the contrac'ti on the date of exchange. (Market value of a single 
premium contrao'ti at data of purchase is always greater than the cash 
value). If life insurance, endo\'mlent or annuit ies are surrendered for 
*** their cash value a gain is taxed as an ordinary gain and a loss, as 
**** 
an ordinary loss (no loss is recognized in the surrender of lifQ in• 
suranoe). 
* 
** 
*** 
**** ' 
I R C Sec 23 (a) (4) 
16 ·T. c· ~ No •. (34) . ' 
Cohan v Commissioner 11 B T A 743 
When an annuity is purchased for anothar ;:person and surrendered, 
the loss is not deductible, since the contract was not entered 
upon as an investment but rather for financial security. Early 
v Atkinson 175 F 2nd 118 
--=--==.. ------======================~== 
2. Settlement Options 
Although the law states that any proceeds from insurance re-
oeived as a result of death are exempt from income tax, much litigation 
has arisen over interest received under ~he various installment options. 
To understand the problems involved one must be familiar with 
the four common settlement options: "The proceeds may be 
1. Lef't with the company for such pericxis as may be approved 
by the company. During such per..d:cxl the company will pay 
interest on t he proceeds at the rate authorized from time 
to time by the company in respect to funds held under 
this option • • • the company guarantees that the interest 
payment for each $1,000 of the proceeds will not be less 
than $1.65 monthly, $4.96 ~arter-yaarly, $9.95 half-
yearly, or $20.00 yearly. Unless otherwise provided in 
t he notice of election the proceeds may be withd8awn a"t 
any t;ime by the payee. 
2. Converted into a specific number of monthly, quarter-
yearly, half-~~arly, or yearly installments. 
3. Converted into equal monthly, quarter-yearly, half-yearly 
or yearly payable for a fixed period of ten, fifteen or 
twenty years, as may be elected and continuing thereafter 
as long as the payee shil survive. 
4. Paid in equal monthly, quarter-yearly, half-yearly or 
yearly installments of such amount as may be agreed up-
on provided the sum of such instalments during any period 
of twelve months shall no"t be lass than $60100 for each 
$1,000 of the proceeds. Such installment s shall continue 
until the proceeds together with interest on the unpaid 
balance on the rate authorized from t ime to time by the 
company in respect to funds held by it under this option 
shall be exhausted, the final payment being the balance 
equal to or less than one inst allment remaining wi th the 
company. The company guarantees that the rate of such 
interest shall not be lass ·than "two and one half% per 
annum" •* 
* Quoted from a contract of Sun Life Assurance Company of Canada 
~-"*===========================================================~========~ 
~-===tJ===== 
In all further discussion, J. wil l be refe·rred to as the "in-
t t . II 2 . th 11f' d • d t' II 3 h If 't II teres op ~on, .as e 1xe perJ.o op J.on , • as t a ., annul y 
and 4.. as the "fixed amount option." 
The court, in an opinion per~aining to incmoo tax on interest 
included in an installment settlement of life insurance death benefits, 
ma intained, "Congress has, in our opinion, clearly expressed its inten-
tion to exempt from taxation payments under a life insurance policy 
* 
whether paid in a lump sum or in inst allments " . But ~1e decision that 
is cited as most clearly stating the court's opinion is that in Com-
** 
missioner v Piaroe, holding interest ·t;o be just as much a part of the 
installment payable at death as is the principal. In April 1943, a 
letter ruling of the Deputy Co~nission added, ~nder election by the in-
sured to have the proceeds of insurance paid in installments, payments 
made in addition to the installments as well as the installments them-
*** 
sel-ves, are exempt from t ax" . A. year la'ter, Judge Arundell , in finding 
for the petitioner stated that no t only the principal plus any guara.n-
teed int erest but also any additional interest when distributed to the 
banefioiary under the fixed amount option "were amotmts received under 
a life insurance contract paid by reason of the death of the insured" 
* Kaufman v United States 131 F 2nd 854 (1942) 
** 146 F 2d 388 
*** ll, para 3824 
==- !!--=-==============================~========~~~-~~~~============================~~==~~~~-~-===--
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* 
and therefore not subject to income tax. 
With this decision as law# many who had planned to use the 
interest option which is till taxable will find it desirable to use 
the tax free fixed amount option,. 
The above discussion refers to ~he sit uation where t he assured 
selected the option. Frequently, the ri~ht to selec~ an option rests 
with the beneficiary. 
** Judge Hand, in the Pierce Case, settled any doubt pertain-
ing to t he taxability of the proceeds when the beneficiary chooses the 
option . It makes no difference who (whether it is the deceased or the 
beneficiary) chooses t h:l settlement option--the proceeds are t ax free. 
"To say that her position was the srune as though having .the principal 
in hand, she had exchanged it with the insurer for the option, is un-
true in fact and unwarranted in la•"· The choice of option is not a 
separate contract but rather a right allowed under the existing one. 
To maintain ot herwise is defeating the purpose of Congre~s in giving 
insurance a favored position. This ruling applies even when the in-
sured selects the installmant option buli gives t r.e beneficiary the 
right to change the period or amouu~ of the inst allment. Beneficiar-
ies have changed the established installinent option extending the fixed 
period or even >rithdrawing the principal en toto-the proceeds were 
sti 11 exempt. 
* Mary Claire Heyser Docket #655= year 1940s 6-14-44 
** Commissioner v Pierce 146 F 2d 388 
--=-1r=========================================== --·~----
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Only -when the beneficiary has not been granted .the right 
t o elect an option of the policy and later -with the insurer's per-
mission · ohooses an installment payment is there a possibility that ·r . 
* the income would be taxed. If it were subject to government levy it 
** probably -would be treated as an annuity or endowment. 
3. TRUSTS 
Attempting to distribute one's estate by assigning insur-
ance to a. trust has proven futile for most people. Justice Cardoza. 
in writing the majority opinion held, "One who takes out a policy on 
his own life, after app licat ion in his own name accepted by the oom-
pany, becomes in so doing a party to the contract, though the benefits 
of the insurance are t o accrue to someone elsa. The right s and inter-
ests thereby generated do not inhere solely to those who are to re-
ceive the proceeds. They inhere also to the insured who in coopera-
*** tion with the insurer has brought the contract into being. 11 So it 
has been decided that the income of any revooo.ble f\mded insuranc~ 
trus t is taxable t a t uh.e r;grantot. "Liab ility may rest upon the en-
joyment by the taxpayer ef privileges and benefi ts so substantial 
and! important ~s to make i t rea sonable and j ust to deal with him as_ 
*** i f he were the owner and to t ax him on that basis. 11 When a funded 
* Law v. Rothensies 57 F Supp 447 
** See page 69 ff 
*** Burnet v. Wells 289 s. 0-c:;. 670 
68. 
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insurance trust is established to discharge legal or other binding 
obligations of the grantor the income of thi s t rust must be included 
* in his annual gross income. 
Would the Internal Revenue Code apply when the trust is ir-
revocable? ~Vhera any part of the income of a trust is, or in the 
discretion of the grantor or of any person not having a substantially 
adverse interest in.the d ispostion of the income maybe applied to the 
payment of t he premiums upon policies of insurance upon the life of the 
grantor (except policies of insurance irrevocably payable for the pUr-
poses and in the manner specified in section 23 (a) relating to the 
so-called 11 chari table contribution deduction" then such part of the 
income of t he trust shall be included in computing the net income of 
** the grantor". "A" established an irrevocable trust for his wife and 
then suggested to her that she pay the premiums on the in surance on 
his life of which she was the beneficiary. The court held that even 
though it was an irrevocable trust ".A" had scme control sinc e t he pol-
*** icies would have lapsed without premiums from his wife~ Therefore, 
the amount used to pay the premiums was to be included in A's income 
for tax purposes. " Income permanently applied (directly or indirec tly) 
by the ac t of the taxpayer to the maintenance of contracts o! insur-
* Wi llcuts v Douglas 73 F 2d 130. 
** I R C Sec 167 (a) (3) See Walls 53 S Ct 761 Du Pont 53 S Ct 766 
*** Dunning v Commissioner 36 B T A 1222 
-----69.=-==~p==~--==-=-~ 
anoe made in his name for the support of his dependents is income used 
for his benefit in suoh a sense and to such a degree that there is 
* 
nothing arbitrary or tyrannical in taxing i~ as his". If one wishes 
to have his wife use the proceeds of a ~rus~ ~o pay premiums then he 
should suggest that his wife take out new policies on his life--t o be 
taken out at her discretion. These premiums would not be taxable to the 1 
grantor. 
4 A:mm IT IES .AND ENDOVi'MEN TS 
With the unbelievable growth of insurance as an investment 
in the 1930's, there had to be an equal development in the tax laws. 
In the short period of ten years (1940-1949) payments received as liv-
ing benefits from annuities and matured endowments increased 66%. "the 
early thiruies saw a tremendous upsurge in the sale of annuities as a 
result of concentrated promotional work by the insurance companies and 
the transformation of the American Ec onomic Philosophy. The basis for 
this change in philosophy is the growing maturity of the economy, the 
insecurity of business investments as evidenced by the market crash of 
** 1929, the diminishing return on investments and the aging population". 
During; this period one could borrow to pay premiums on either life in sur-
ance or annui ties and charge the interest expense to income expen ses 
for the year. To-day interest expense entailed in borrowing funds for 
the purchase of an annuity is a deductible expense. 
I 
* Burnet v Wells 289 R S 670 
** 14 page 1 __ _j 
The law governing the tax of inocme received as liTi.ng insur-
anoe benefits is found in the Internal Revenue Codal' Section 22 (b) ( 2) 
(a). "The following incomes shall not be included in gross income and 
shall be exempt from taxation: 
"Amounts received (other than amounts paid by reason of the 
death of the insured and interest paymenvs on such amounts and other 
... 
than amounts received as annuities) under a life insurance or endow-
ment contract, but if such amount--when added to amounts received be-
fore the taxable year under such contract--exceed the aggregate pre-
miums or consideration paid, whether or nov paid during the taxable 
year, then the excess shall be included in the gross income. Amounts 
received as an annuity under an annu ity or endowment contract shall 
be included in gross income; except thav "there shall be excluded from 
gross income the excess of the amount received in the taxable year 
over an amount equal to three per centum of the aggregate premiums as 
consideration paid for such annuity (whevher or not paid during such 
year) until the aggregate amount excluded from gross income under this 
chapter or prior income tax laws in respect of such annui ty equals the 
aggregate premiums or consideration paid for such annuity. In the case 
* An annuity is an installment return based on a computation wi th ref-
erence to life expectancy and mortali~y tables. 
------~t======================================================-==-=--~-==-=-~·=========~~-=-=-~F===~==~= 
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of a transfer for valuable consideration, by assignment or otherwise, 
of a life insurance, endo,qment or annuity contract, or any interest 
therin, only the actual value of such consideration and the amount of 
the premium and other sums subsequently paid by the transferee shall 
be exempt from taxation ••• the preceding shall not apply in the case of 
such a transfer if such contract or interest therin has a basis for 
determining gain or loss in the hands of the transferee determined in 
whole or in part by reference to such basis of such contract or inter-
* est therin in the hands of the transferor". 
Livjng benefits received under a mat ured endowment or through 
the surrender of a life insurance contract (unless received as an annu-
ity) are tax free until the total principal is received. Tha~ is, if 
Mr I Waited, age 25 pays an annual premium of $647.20 plus $25.00 for 
double indemnity for a 30 year endowment, he will receive $20,000 at 
the age of 55. The cost would be; 
Premiums for 30 years 
Less dividends 
Actual Co st 
** $19,416 
4,561 *** $14, 855 
If he were to take the proceeds in a lump sum, he would face 
an immediate levy on $5 , 145 ($20.000-$14,855) as ordinary income. By 
• None of the above applies to income received as alimony payment. 
** When the original contract included either an accidental death 
benefit or total disability benefit clause, the extra cost is de-
ducted when computing the purchase price for income tax purposes. 
(Letter to Guardian Life 12-11-40 From Guy T Helvering, Commissioner 
*** A dividend is considered to be a redmction of premium and thus not 
taxable income. lfhen computing cost of contract it ia figured by 
deducting dividends from premiums paid. 
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choosing to receive the endowment in annual installments of $1,251 
over a twenty year period there wo uld be no tax until the 12th install-
m.ent was recei·ITed and the $157.00 (the 'total amount received to-date--
$15,012 less the cost, $14,855) would be included in his gross income 
for tax purposes. The last eight installments would be. taxed entoto. 
But as can easily be understood an annual amount of $1,251 would be 
less severely taxed than a lump sum of $5, 145 . Usually the person 
receiving the endcrw.ment installment a't 'this later age has less income 
and therefore even if the installment was larger the tax might be less 
severe. 
One must be careful when choosing an installment option, that 
he does not subject himself to taxation due to nconstructive receipt" 
of the proceeds. If the policy holder does not notify the company as 
* to his intent before the maturity date, the policy is assumed to have 
matured on a lump sum basj.s (constructive receipt) and the income there-
** from is included in the annual gross income. The installment option 
choosen, thereafter, is taxed as though the plan had been purchased 
*** 
by the cash value or maturity value of the policy. Using the case of 
Mr I Waited as an illustration, assume 'tha~ there was constructive re-
* The beneficiary of the contract has until the day before matur-
ity to chose the desired option. 
**The reasoning behind the Constructive Receipt Doctrine is that once 
the contract has matured the different options are no longer leg-
ally available to the beneficiary and therefore a choice made 
after maturity is, in reality, a new contract, using the proceeds 
of the old policy as the purchase price of the new one. 
*** Also applios to choice of annuity option. 
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ceipt. Mr Waited would be confronted wi th an immediate addition of 
5~145 to his income. No fUrther tax would be h~posed until the install-
ment s had equalled $20,000. Each installment after this would be t ax-
able. 
When a policy is cancelled with a loss, the same const ructive 
receipt rules apply: 
Cost 
$29~999 
Cash Value 
$23~000 
Annual Installments 
lC@ $2, 650 
Total Proceeds 
$26,500 
If the beneficiary chooses an option b efore maturi t y, there 
would not be a tax on the proceeds, (total proceeds never equal cost) 
but with constructive receipt the last two installments will be t axed 
as income, (the cost, ~n this case, is the cash valua--$23 6 000.) 
If the owner of an endowment contract chose the interest op-
tion wit h the right to withdraw the principal either at his discretion 
or on the interest payment dates of the contract the court deemed the 
owner to have constructively received the proceeds upon the earliest 
date that he could have withdrawn the principal. It made no .difference 
* that he did not withdraw9 In this case all interest income is t axable 
as part of the beneficiary's gross estate After the primary benefici-
ary's death t he principal may be left to a survivor under one of the 
installment opt ions. The proceeds are taxed t o this second beneficiary 
** as they would have been to the "primary"--based on constructive receipt. 
* Constance C Frackelton v Commissioner 46 B T A 883 
** I T 2635 C B December 1932 page 63 
I' 
_ _'l4 
In computing the costs of ei the r an endowment or annuity con-
tract the total premiums less any payments for either disability or 
* ~\o- double indemnity are used ., as e.xp l ained above , A special case is pre-
sented when dividends are left t o purchase paid up additions. 'I'he 
following is an illustration: An ,: endowment policy wi th double indem-
nity is purchased to provide a $120.00 monthly annuity. All dividends 
except those for the first five years are applied to purchase paid up 
additions increasing the annuity to $155.00 per month. 
Premiums Paid ( less cost of double indemnity) 
Less dividends (treated as a return of premium) 
Cost of original contract ($120 monthly annuity) 
Plus cost of paid up additions 
$24,000 
5,600 
$18~400 
5,000 
applied) 
$23,400 
(first five year Dividends not 
Cost of annuity providing $155 per month 
As specified in Section 22 of the Code, 3% of tho cost of 
the annuity is included in the annuitant's income, so in our illustra-
tion we have the following: 
The net cost 
Times $ 
Part of annual annuity to be inoluaed in income 
Divided by 12 
Part of each monthly installment t axable 
23,400 
.03 
'702.00 
12 
$ 58.50 
The rerr~ining monthly installment of $96.50 is tax free until 
the total of these tax free payments equal $23,400. Then the entire 
$155.00 monthly annuity is included in the annuitant's gross income. 
* When premiums are discounted because of early payments , the dis-
counted cost is used in computing the contract price. 
------------
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Refund and Joint-and-~urvivorship annuities are taxed under 
the 3% r ule as long as the proceeds are eeceived by the primary annui-
tant . 'When he dies and the secondary beneficiary receives hi s share. 
unique tax problems arise. If the refund i s fu a lump sum it is income 
tax fr ee . But if the refund is rec eived as instalbnents (and the pri-
mary annuitant had reserved the r ight to surrender the c ontract for 
cash or change the refund beneficiary) the commuted value of future 
installments is divided by the number of these payments. The difference 
* between thi s quotient and the installmen~ payment is taxable. For 
· examples 
Mr Well Pr ovidedfore paid $15.200 f or an annui ty pr oviding 
an income of $100.00 per month for 152 months ~ guaranteed. Upon his 
death, his wife was to receive the unpaid r emainder of 152 payment s. 
Mr Providedfore diad after receiving 104 payment s. The commut ed value 
of t he remaining 48 installment s was $4,460. The t axable portion of 
each $100 .00 monthly payment r eceive d by ~he widow was $7.08~ comput ed 
as followss 
$4,800 (total inst allment s) minus $4,460 (commuted value) 
equal :$340.00 (excess) 
$340.00(excess) divided by 48 (number of installments t o>be 
made) equal $7 .08 (taxable portion of each installment) . 
** I n direct con~rast, when the beneficiary of a re~~nd annuity 
* I T 3140 
** If a joint and survivorship annuity was received by the second-
ary beneficiary, the inccme is t axab le as i t was be f ore t he deat h 
of t he primary annuitant . 
------~========================= 
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has an indefeasible right to the refund oecause t he annui ta.nt had re-
linquished all rights to change the be.~.1ef:l.ciary or t o demand t he cash 
surrender value, none of the proceeds is taxed as income unt il payments, 
made in t he future~ when added t o those of the past which ware t ax free, 
* equal t he consideration paid for t he contract. 
When a combination policy (ordinary life insurance and an-
nui t y) is purchased oce ~ust use cars t hat they are no t issed as a 
single contract for under t his arrangement t he proceeds are held to 
be plain investment re turns and t herefore fully taxable as income. 
If the p l ans are divisable (two separa t e cont ract s issued) as in Com-
*** 
missioner v Mayor t han the installroont proceeds are taxable as a.n an-
nui ty. In thi.s case~ a combined policy c osting $5~ ,000 was purchased 
($35,000 for l ife insurance and $20 ,000 for the annui ty) giving t he 
insured an annua l annui ty of over $1,500. Since t he plans had been 
separated and the income was in no way int erest fr om the life insur-
anca . i t was t axed as a. re gu lar alli>uity. The taxpayer included on y 
$600.00 (~ of :~20.000) i n his gross income, t he balance of $900 .00 
was free of tax until total exemptions equalled ~20 3 000. Thereafter 
the annuity wa s enti~y taxed~ 
* I ! 3322 0 B 1939--2, 177 
** J Giltner I g lehear t 10 T C 766~ affirmed 174 F 2nd 605-- The in-
come payment s t o the insured are considered intere st payments on 
an inves zy~ent which guar ant ees a return of principal upon surren-
der or dea th--"tharefore f ully t axable. 
*** 139 F 2nd 25 6 
=-----~ 
An even bett•'ilr way of accomplishing t hese results would be 
tot ake out an endowment contract receiving iustallments under an op-
tion pro~iding a cert ain sum unt il t he principal is consumed; ra-in-
vest the portion of t he income necessary to maintain the principal for 
the beneficiary in case of death. The installments received would not 
be t axable until t he entire cost is returned. For example: Mr U R 
Prepared i:nve sts $501 0::>0 in an endowmen"C contract. At ma.turi ty he a-
lects t o receive $3,000 a year as long as the fund will last. Both 
guara.YJ.t eed and excess int erest are added to the f und. Of the $3~000 
received annually Mr. Prepared reinvests enough in ordinary li fa in-
suranca to maintain the $50,000 principal. Since thi s reinvested in-
surance has been irrevocably assigned Mr. Prepared can not touch the 
principal. The total proceeds will be paid "Co his heirs at his death. 
When using a scheme like this, one must be careful that 
1. 1'he plan is not a simple investment throwing off inter-
est as in tha Igleheart Case~ 
2. The ins talments are not based on life expectancy (an 
annuity) for if they are they become taxable . 
3. The excess interest is added to the fund and tna insur-
ad's right to it is con"Cingent upon his survival. Only 
* if paid to the insured is h taxable to him. 
* 5, para. 8240(A) 
78. 
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Receiving an annuity as a gift puts the t ransferee in the 
sa.me t ax situation as though the income was rccei ·~rad by the nominee 
annuitant (the par son who receives the annuity bei.ng the same as the 
one whose life it is based upon). But an annuity transferred for val-
uable consideration is taxed to the transfe ree using as the cost the 
transfer price. For example; If Miss Anne Uity purchases for $25,000 
net cost a contract tha t provided her wi t h $200 a month for the rest 
of her life and , later, sells the contract to Mr. I. L. Buyer for 
$30 ,000 she must pay a tax on t he $5 ,000 gain. Mr. Buyer must include 
~ of t he ~30 1 000 or $900 of the annuity in his gross annual income. 
The remainder (:~ 1, 500) is tax free until the accumulated payments of 
these exempt instalments equals $30,000. 
l,'fuile the instalnents are subject to tax when their aggre-
gate sum is greater than the cost, if death occurs before the annuit-
ant race· VEIS instalments equal t o the C OS'ti the 11 loss 11 is not fieducti-
* ble from his gross income by his estate, 
In the preoaeding pagQs I have tried to present the intri-
cacias of as many insurance t ax problems,as possible, without burden-
ing the reader with too technical a presentation. A brief summary 
highlighting the most important facets of each of the threa tax sac-
tions follows. 
* Helvaring v. Louis 77 F2nd 386 
==='7-9-..-.= -
SUMM.Ai1Y 
ES 'l'A'l'E TAX 
1. Insurance included in t he deceased's e s"tate 
A.. All insurance received by the esta t e or t he executors 
t hereof. ( p.17) 
B.. All:.procaeds from insuranc e on the life of the deceased 
received by ot her beneficiaries. 
1. If the deceased possessed any incidents of owner-
ship in the insurance at his death. (p. 20 :~ 
2. But if deceased did nou possess incidents of own-
ership t he proceeds are includible only in pr opor-
t i on t hat t he p:r<.'\miums paid directly or indirec t -
ly by t hedeceaS3d· oear to the t otal premiums paid. 
P• 24 1) 
2. Definit ion of terms 
A. Incidents of ownership includes: (p. 20) 
1. Right; to change benficiary. 
a. Right to economic banefit;s from the insurance. 
3. Power t o cancel or cash in 'ti he policy. 
4. Power to assign or revoke as signment. 
5. Power to borrow on policy or pledge it; for loan. 
6. Reversionary int erests--not an incident of ownership--
but having t he same effect. 
B. Indirect payment of premiums. (p .. 23) 
1. Insurance purchased on deceased's life by his wife wi th 
funds deceased gave her. 
2. Insurance purchased on decea sed 1 s life by corporation 
which is his alter ego. 
3. I nsurance purchased on deceased 1 s life by a t r ust whose 
income was t axable to deceased . 
4. I nsurance purchased on deceased's life by his employer. 
==----= --
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3. Exempt ions 
GIFT TAX 
A. 60.000 l egal exempt ion to every estate. (p.29) 
B. 50% of t he adj usted gross estate eligible for marital 
deduction. 
1. Must be arranged so·that spouse receives t his por-
tion of the e statie wi t h both right to receive in-
come therefrom during her life time and distri-
bute corpus-if any-at her deat h. (p.3 ) 
1. Gift is completed when donor posseses no power to rave st in himself 
any incident s of ownership. (p. 43) 
2. In computing value of gift insurance or annuities. (p. 49-53 
A. Use t he replacement value of t he contract or. if impossi-
ble, 
B. The cash value plus any prepaid premiums. 
3. Exemptions 
A. $3,000 annue. l tax free gift, $6, 00J wi th marital deduc-
t ion, to au many different donees as desired . (p.46) 
INCOME TAX 
1. Gift of futu re interest not eligible for this ex-
emption. 
B. 30,000 life time exemption, over and above the annual 
exemption--$60,000 with mari'tal deduction. (p. 45-46) 
c. Total exemption when gift to charitable institution. (p .45 
D. One half of any gift to one's spouse is tax free. (p. 45-4) 
1. Any life insurance proceeds paid as a result of death are exempt 
whether received as instiallments or one lump sum. (p.58) 
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A. All options whe t her chosen by t he deceased or the bene-
ficiary reoei iT6d tax f r ee. ( • 65-66 
1. Exc apt ion-..;.proce eds received under interest option 
are taxed .. 
B If beneficiar y t akes proc~eds a s lump sum and later bu y 
an insta lment opt i on--t axed as an annuit y or endowment . 
( p. 66) 
2. Procee d s fro."'ll an annui t y or endowment; contract are t axable. 
A. Annuity. 
• 
2. 
3 .. 
3% of t he pur hase price must be inc lud ed annually 
in the annui t ant's gross · c me u. til t he a cumula t ed 
t ax free portion of -che annui -cy is equal to t ha pur-
chase price. Then the to-cal annual i ns t allment is 
inc ud ed for tax purposes. (p .70) 
Sur vi v or ship annui -cy is t axed to t he secondary bene-
ficiary a s i t was to ·t he pril;1ary annuitant or bene-
ficiary. (p. 75) 
Refun:l annui t y is t axed to secondary beneficiary as 
an endowme nt. (p. 75) 
B. Endowme nt (p. 70) 
1. Lump sum--a ll proce eds over t he rig;i nal cost is 
gain and t axable. 
2. Inst !il-'!lent--no tax unti l t he accumulated i ns t all-
ments equal t he original co st--then a ll proceeds t ax-
able. 
3. Annuit y--same as ordinary annuit y ( see abo e • 
3. Sale of contrac "t s ( policies) f or va l uable considara"ti on (p. 59 - 60) 
A. Life Insu1~nce 
1. Gain---caxed as capi"ta l gain . 
2. Loss--not re~ognized for tax purposes 
B. Endowment s and Annuitie s . 
-- ------==========#=~-= 
2. 
1. Gain--t axed as capital gain. 
2. Lo s s--treat ed as capit al loss for t ax purpo es. 
c. Proceeds on d eath ~f insured . 
1. .Are taxed as though the policy was a mat ured endow-
ment . Cost being t he sale price plus any additional 
premiums paid b y the buyer. 
2. Tr eated as ordinary proceeds receiv-ed as a result 
of death if the purchaser for valuable considera-
t ion was t he insured or a chari t able institution. 
No t ax . 
4. Premium payment s are not d educ t ible as expanse • (p. 61 ) 
A. Ex cep 'ti ons 
1. I nsura nce t hat is part of an alimony sett lement . 
(p. 61-62) 
2. Insurance irrevoca bly as signed to a charitab l e i n-
stit t i on- -pr emiums e uc i le from income as dona-
tion to cha.ri t y. (p. 62) 
IN C 
a ch year bring s new b . lls afore Congress--some t o g·ve 
futher t ax benefits t o the policyholders, other s to prod uce greater 
revenue by mo -e stringe nt laws. 1950 saw a s~ng bid by the latta 
group. i ls were presente in both houses of t 1e leg i, a t ure t t ax 
the g in o t he presently eJ;ampt ins ance oce reoei ved as a r e -
sul t of eat • The o por ants of this measure arguing from t he ocial 
be nefi t s and advantages race ived from insurance were able to pre ai --
t he bi lls wer d e f t i t h t he incr e ing emphasis on soc · al secur -
i y, ld age benefit s, e t c •• t he future should fi nd fa ir winds f r in-
sura.nce. By allow ng spec.:.al tax be nefits to t hose -rho save t o provide I 
for old a ge , b emphasizing t he need to prepare for tomorr ow, the governl 
ment can reap large sa ings. If ever y man were to put away part of his 1: 
earnings he would not spend the l a. t te r years of life as a burden of t h3 
s t ate. 
Whi le t he advant ages of a sound in surance program are recog-
nized it is apparon~ t hat t he increasing demand for funds by bot t e 
Federal and Local Gove nme nt s may intro uc e new tax l aws af fe ctin t he 
personal est a te. ' i th each change in t he ·t;ax law one 's estate plan 
must be reviewed . There is no program t hat c a.n survi e ad infi a tum. 
Const ant changes must be made . But · t h eac h re vi sion one shou d re-
member that although conservation of t he estate is important it is but 
a means t o an end. What is the urpose of the gift? Do you wan y ur 
wife to roceive the corpus? Will i rrevocable assignment leave yo u wi t h-
out power t o do t he t hings you wish? Thes e and many more quest ions must 
be considered very carefully lest the des ire to avo:ii.d t axes be so em-
phasized that i t becomes t he main objective a t t he expense of a well 
planned estate, t he primary purp ose of which is to provide proper ly f or 
dependent s. 
I' 
I 
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APPEH.DIX I 
FEDERAL ESTA'rE T.AX RATES 
A 
Net estate in 
excess of de-
ductions 1 c r ed-
its and exemptions* 
B 
From fO. t o $5 1 000. 
5 1000. to 10,000. 
10 1 000. to 20,000. 
20,000. to 30,000. 
30,000. to 40 ,000. 
40,000. to 50,000. 
50,000. to 60,000. 
60,000. to 100,000. 
100,000. to 250,000. 
250 , 000. t o 500 , 000. 
500,000. to 750 1000. 
750,000. to 1,000,000. 
1, 000,000. to 1,250,000. 
1,250,000. to 1,500iOOO. 
1,500 ,000 . t o 2,000 ,000. 
2 ,000,000. to 2,500,000. 
2,500,000. to 3,000,000. 
3,000,000. to 3,500 1000. 
3,500,000. t o 4 , 000, 000. 
4,000 ,000 . to 5,000,000. 
5,000 ,000. to 6,000,000. 
6,000,000. to 7,000, 000. 
7,000,000. to 8,000,000 . 
8,000 , 000. to 10,000,000. 
over 10' 000,000. 
% of tax on 
any amount 
in bracket 
A to B 
c 
3'/o 
7"/o l l% 
14% 
lB',fo 
2Wo 
25% 
28"/o 
3o{o 
32% 
35% 
3'7% 
39'/o 
42'/o 
45% 
49'/o 53% 
5 6'/o 
59}& 
63fo 
67% 
70';~ 
7'$ 
76/o 
77% 
Gross Tax on 
full amo unt 
shown in 
Column B 
D 
. 150. 
500. 
l, 600. 
31000. 
41800. 
7 looo. 
9,500. 
20, 700. 
651700 o 
1451700. 
2331200 . 
3251700. 
4231200 . 
528 , 200. 
7531200. 
9981200. 
1,2631200. 
1, 543,200. 
1,8381200. 
21 468,200. 
31138 1200. 
31838 1200~ 
4 , 5681200 . 
6,088,200. 
* Af·~:;er $ 60,000 spec ific exemption to c itizens or res id ents; :$ 2,000 
specific exemption to non-residant aliens. 
( Unit ed States and MA.SSACEUSE'l'TS In herit ance , Est ate and Gift Taxes., 
Old Colony Trust Company, Bo ston , Mass., October, 1950 page 4) 
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86 
.APPENDIX II 
LIFE IN URANCE STAl~MENT 
ESTATE TAX RETURN, FOR ~ '712 
Form 712 
TREASURY DEPARTMENT 
I NTERNAL REVENUE SERVICE 
Revised February 1950 
LIFE INSURANCE STATEMENT 
(To be filed by Executor witll Fedeml Estate Tax Return, Form 706) 
N arne of Insurance Company -------------------------------------
Name of decedent (insured) ---------------------------------------------------------- Date of death ______________ _ 
Number of policy -------------------------------------------------------------------------- Date of issue ________________ _ 
Kind of policy -------------------------------------------- ------------------------- Amount of premium ______________ _ 
N arne ( s) of beneficiary ( ies) ------------------------------------------------------------------ ------------------------
Face amount of policy---------------------------------------- Amount of accumulated dividends ------------------------------------
Amount of post mortem dividends --------------------------------·-----------~----------------------------------­
Principal of any indebtedness to the company ded'uctible in determining the net proceeds-------------------
Interest on the foregoing amount accrued to the date of death -------------------------------------------
Amount of proceeds (if payable in one sum) ------·-------------------------------·---; ________________________________________ _ 
Value of proceeds as of the date of death (if not payable in one sum) -------------------------------------------------------
Provisions of policy with respect to the deferred payments or to the installments. (NOTE: Where 
marital deduction under Code section 812 (e) involved, if other than lump sum settlement author-
ized, copy of contract should be attached.) -----------------------------------------------------------------~--------------
Amount of installments ----------------------------------------------------------
Date of birth of any person the duration of whose life may measure the number of payments _______ _ 
Amount applied by the insurance company as a single premium representing the purchase of the in-
stallment benefits ---------------------------------------------------------------------------
Basis (mortality table and rate of interest) used by the insurer in valuing the installment benefits __ _ 
Was the insured the annuitant or beneficiary of any annuity contract issued by the company? 
State names of companies with which decedent carried other policies and the amount of such policies, if this 
information is disclosed by your records ---------------------------- -- - ·---
The undersigned officer of the above-named insurance company hereby certifies that this statement sets 
forth correct and true information. 
(Signature) 
(Title) 
(Date of certification) 
NOTE.-SEE INSTRUCTIONS ON REVERSE SIDE Ul-1092&-2 
.. 
INSTRUCTIONS 
. PURPOSE OF STATEMENT.-The information. shown by this state-
ment is required for the purpose of detetmining the statutory gross estate 
of the insured for Federal estate tax purposes. 
STATEMENT OF INSURER-This statement must be made, on 
behalf of the insurance company which issued the policy, by an officer of the 
company having access to the records of tp.e company. 
DUTY TO FILE.-It is the duty of the executor who files the return 
to procure this statement from the insurance company and then file it with 
.. tlie eoliector. However, if specifically requested, the insurance company 
should file this statement direct with the offiCial of the Bureau of In:ternal 
. Revenue_ maidng the request . . 
SEPARATE STATEMENTS.-A separate statement must be filed for 
each policy listed on the return. 
U. S. OOYUNM.!NT PRINTING OFFI CE 1&-10921-1 
z-:~. - ~ .. :.:-..: ~~·-_:· ... :. ~ _·.: ........ . 
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.APPEND IX I II 
PUBLI LAW 814 -- 8ls ·c CONGRESS 
.I 
[PuBLIC L Aw 814-Sl sT CoNGREss] 
[CHAPTER 994-2D SESSION] 
[H . R. 8920] 
AN ACT 
To provide revenue, and for other purposes. 
B e it enacted by the Senate and Hottse of R epresentatives of the 
United States of America in Congress assembled, That (a) SHoRT 
.. _TrTLE.-This Act, divided into titles and sections according to the 
following Table of Contents, may be cited as the "Revenue Act of 
1950": 
TABLE OF CONTENTS 
TITI"E I-INCREASE IN I NCOME TAX RATES 
PART I-INDIVIDUAL INCOME TAXES 
Sec. 101. Increase in normal tax and surtax on individuals. 
(a) Normal tax. 
(b) Surtax. 
Sec. 102. Inclivicluals with adjusted gross income of less than $5,000. 
Sec. 103. Computation of tux in case of certain joint returns. 
Sec. 104. Effective date of part I. 
Sec. 
Sec. 
...£ec. 
PART II-CORPORATION INCOME TAXES 
121. Increase in rate of corporation income tuxes. 
(a) Amendment of section 13. 
(b) Amendment of section 14 (a). 
(c) Amendment of section 15. 
(d) Mutual insurance companies other than life or marine. 
(e) Hegulatecl investment companies. 
(f) Tax under consolidntecl returns. 
(g) Technical amendments. 
122. Credits of corporations. 
(a) Dividends received credit. 
(b) Creclit ,for dividends ])aiel on certain preferred stock. 
(c) Western Hemisphere trade corporations. 
123. Effective elate of part II . 
PART III- FISCAL YEAR TAXPAYERS 
Sec. 131. Fiscal year taxpayers. 
(a) .Amendment of section 108. 
(b). Effective date. 
P ART IV- INCREASE IN WITHHOLDING OF TAX AT SOURCE ON WAGES 
Sec. 141. Percentage method of withholding. 
Sec. 142. Wage bracket withholding. 
Sec. 143. Effective date of part IV. 
73450°-50--1 
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TABLE OF CONTENTS-Continued 
TITLE !I-MISCELLANEOUS INCOME TAX AMENDMENTS 
Sec. 201. Extension of time in the case of discharge of indebtedness. 
Sec. 202. Income-tax exemptions for members of the Armed Forces serving in 
combat areas. 
(a) Exclusion from gross income. 
(b) Withholding of income tax on wages. 
(c) Receipts. 
Sec. 203. Treatment of bond premium in case of dealers in tax-exempt securities. 
(a) Amendment of section 22. 
(b) Technical amendments. 
(c ) Effective date. 
Sec. 204. Circulation expenditures. 
(a) Deduction from gross income. 
(b) Technical amendment. 
(c) Effective date. 
Sec. 205. Payment of income tax by installment payments and r eturns of estates ~---­
and trusts. 
(a) Payment of income tax by installment payments. 
(b) Filing of returns and payment of tax by fiduciaries of estates and 
trusts. 
Sec. 206. Election as to recognition of gain in certain corporate liquidations. 
(a) Amendment of section 112 (b) (7). 
(b) Basis of property. 
(c) Effective date. 
Sec. 207. Percentage depletion. 
(a) Transportation from mine. 
(b) Effective date. 
Sec. 208. Treatment of certain redemptions of stock as dividends. 
(a) Amendment of section 115 (g) . 
(b) Effective date. 
Sec. 209. Redemption of stock to pay death taxes. 
(a) Certain distributions not treated as dividends. 
(b) Effective date. 
Sec. 210. Capital gains and losses. 
(a) Definition of capital assets. 
(b) Amendment of section 117 (j). 
(c) Effective date. 
Sec. 211. Short sales of capital assets. 
(a) Treatment of short sales. 
(b) Effective date. 
Sec. 212. Treatment of gain to shareholders of collapsible corporations. -..:- --·-· 
(a) Collapsible corporations. 
(b) Effective date. 
Sec. 213. Capital gains of nonresident alien individuals. 
(a) Nonresident alien individuals temporarily in the United States. 
(b) No United States trade or business and income of more than_ 
$15,400. 
(c) Technical amendment. 
(d) Effective date. 
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Sec. 214. Treaty obligations. 
Sec. 215. Net operating loss deductions. 
(a) Allowance of five-year carry-over. 
(b) Effective elate of subsection (a). 
Sec. 216. Amortization of emergency facilities. 
(a) Amortization deduction. 
(b) Technical amendments. 
(c) Gain attributable to amortization deduction. 
( c1) Effective cla tes. 
Sec. 217. Amortization of premium on convertible bond. 
(a) Premium attributable to conversion features of bond. 
(b) Effective elate. 
Sec. 218. Stock options. 
(a) Treatment of certain employee stock options. 
(b) Effective date. 
Sec. 219. Payment of tax withheld at source from nonresident aliens. 
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Sec. 220. Employees of United States working in possessions of United States 
or in the Canal Zone. 
Sec. 221. Residents of Puerto Rico. 
(a) Income of individuals from sources within Puerto Rico. 
(b) Citizens of the United States residing in Puerto Rico. 
(c) Taxation of income of resiclents of Puerto Rico. 
(d) Aliens residing in Puerto Rico. 
(e) Withholding on alien residents of Puerto Rico. 
(f) Withholding of tax on wages. 
(g) Declaration of estimated tax. 
(h) Foreign tax credit. 
(i) Collection of taxes in Puerto Rico. 
(j) Technical amendments. 
(k) Effective date. 
Sec. 222. Regulated investment companies. 
Sec. 223. Personal holding company income. 
T ITLE III- TREATMENT OF I NCOME OF, AND GIFTS AND BEQUESTS TO, CERTAIN 
TAX-EXEMPT ORGANIZATIONS 
P ART I--TAXATION OF BUSINESS INCOME OF CERTAIN TAX-EXEMPT ORGANIZATIONS 
Sec. 301. Income of educational, charitable, and certain other exempt 
organizations. 
(a) Tax on certain types of income. 
(b) Feeder organizations. 
(c) T echnical amendments. 
Sec. 302. Exemption of certain organizations for past years. 
Sec. 303. Effective date of part I. 
PART IT-CHARITABLE, ETC:, DEDUCTIONS OF TRUSTS NOT EXEMPT FROJ\1 TAXATION 
Sec. 321. Charitable, etc., deductions of tt·usts. 
(a) Amendment of section 162. 
(b) Technical amendments. 
Sec. 322. Effective date of part II. 
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PART III-LOSS OF EXEMPTION UNDER SECTI(}N 101 (6) AND DISALLOWANCE OF 
CERTAIN GIFTS AND BEQUESTS 
Sec. 331. Exemption of certain organizations under section 101 (6) and deducti-
bility of contributions made to such organizations. 
,sec. 332. Technical amendments. 
(a) Amendment of section 23 (o) (2). 
(b) Amendment of section 23 (q) (2). 
(c ) Amendment of section 101 ( 6). 
(d) Amendment of section 505 (a) (2). 
(e) Amendment of section 812 (d). 
(f) Amendment of section 861 (a) (3). 
(g) Amendment of section 1004 (a) (2) (B). 
(h) Amendment of section 1004 (b). 
Sec. 333. Effective dates. 
PART IV-INFORMATION TO BE MADE AVAILABLE TO THE P UBLIC 
Sec. 341. Information to be made available to the public. 
(a) Information with respect to certain charitable, etc., deductions. 
(b) Effect·ive date. 
TITLE IV-INCOME TAXES OF LIFE I NSURANCE COMPANIES 
Sec. 401. Correction of formula used in computing income taxes of life insurance 
companies for 1949 a nd 1950. 
(a) Reserve and other policy liability credit. 
(b) Technical amendment. 
(c) Effective date. 
Sec. 402. Filing of returns for taxable year 1949. 
TITLE V-ESTATE TAX 
Sec. 501. Transfers in contemplation of death. 
(a) . Transfers, etc., in contemplation of death. 
(b) Amendments of section 811 (c) and (d). 
(c) Effective date. 
Sec. 502. Repeal of deduction for support of dependents. 
Sec. 503. Reversionary interests in case of life insurance. 
(a) Amendment of section 404 (c) of Revenue Act of 1942. 
(b) No in.terest on refunds. 
TITLE VI-EXCISE TAXES 
Sec. 601. Sales a t auction. 
Sec. 602. Retail sales by United States or by its agencies or instrumentalities. 
Sec. 603. Tax on coin-operated gaming devices. 
(a) Incr ease in tax on slot machines. 
(b) Effective date. 
Sec. 604. Federal agencies or instrumentalities. 
Sec. 605. Television receiving sets. 
(a) I mposition of tax on television receiving sets. 
(b ) Credit for tax paid on automobile television sets. 
(c) Technical amendments. 
Sec. 606. Imposition of .t ax on quick-freeze units. 
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Sec. 607. Transportation which begins and ends within the United States. 
(a) Transportation of persons. 
(b) Transportation of property. 
(c) Effective date. 
Sec. 608. Allowing stamps to be attached in foreign countries to certain tobacco 
products. 
(a) Tobacco and snuff. 
(b) Cigars. 
(c) Effective date. 
Sec. 609. Articles sold for use of aircraft engaged in for eign trade. 
Sec. 610. Effective elate of sections 601, 602, 605, and 606. 
TITLE VII-EXCESS PllOFITS TAX 
Sec. 701. Excess profits tax. 
(b) AcT AMENDATORY OF INTERNAL REVENUE CoDE.-E'xcept as 
otherwise expressly provided, wherever in this Act an amendment 
·or repeal is expressed in terms of an amendment to or repeal of a 
chapter, subchapter, title, supplement, section, subsection, subdivi-
sion, paragraph, subparagraph, or clause, the reference shall be con-
sidered to be made to a provision of the Internal Revenue Code. 
(c) MEANING OF TER~rs USED.- Except as otherwise expressly 
provided, terms used in this Act shall have the same meaning as 
when used in the Internal Revenue Code. 
TITLE I-INCREASE IN INCOME TAX RATES 
Part 1-Individual Income Taxes 
Sec. 101. INCREASE IN NORMAL TAX AND SURTAX ON INDIVIDUALS. 
(a) NoRMAL TAx.-Section 11 (relating to the normal tax on 
individuals) is hereby amended to read as follows: 
"SEC. 11. NORMAL TAX ON INDIVIDUALS. 
"(a) TAXABLE YEARS BEGINNING AFTER SEPTEMBER 30, 1950.-In 
the case of taxable years beginning after September 30, 1950, there 
shall be levied; collected, and paid for each taxable year upon the 
net income of every individual a normal tax of 3 per centum of the 
amount of the net income in excess of the credits against net income 
·provided in section 25. For alternative tax which may be elected if 
adjusted gross income is less than $5,000, see supplement T. 
"(b) TAxABLE YEARS BEGIKNING BEFORE OcTOBER 1, 1950.-In the 
case of taxable years beginning before October 1, 1950, there shall 
be levied, collected, and paid for each taxable year upon the net 
income of every individual a normal tax determined by computing 
a tentative normal tax of 3 per centum of the amount of the net 
income in excess of the credits against net income provided in section 
25, and by reducing such tentative normal tax as provided in section 
12 (c). For alternative tax which may be elected if adjusted gross 
income is less than $5,000, see supplement T . For co111putation of 
tax in case the taxable year (other than the calendar year 1950) 
ends after September 30, 1950, see section 108 (e)." 
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(b) SURTAX.- . 
( 1) So much of section 12 (b) as precedes "Not over $2000" 
is hereby amended to read as follows : 
.<(b) RATES OF SURTAX.-
" (1) TAXABLE YEL\.RS BEGINNING AFTER SEPTEMBER 30, 1050.-
In the case of taxable years beginning after September 30, 1950, 
there shall be levied, collected, and paid for each taxable year 
upon the surtax net income of every individual the surtax shown 
in the following t able : 
"If the surtax net income is: The surtax shall be:" 
(2) Section 12 (b) is hereby amended by adding at the end 
thereof the following : 
"(2) TAXABLE YEARS BEGINNING BEFORE OCTOBER 1, 1950.-ln 
the case of taxable years beginning before October 1, 1950, there 
sh all be levied, collected, and paid for each taxable year upon the 
surtax net income of every individual a surtax determined by 
computing a tentative surtax under the table in paragraph (1), 
and by reducing such tentative surtax as provided in subsection 
(c ) of this section." 
( 3) Section 12 (c) (relating to reduction of tentative normal 
tax and tentative surtax) is hereby amended to read as follows: 
"(c) REDUCTION OF TENTATIVE NoRMAL T Ax AND TENTATIVE SUR-
TAX.-
" (1) CALENDAR YEAR 195o.-In the case of a taxable year begin-
ning on J anuary 1, 1950, and ending on December 31, 1950, the 
combined normal tax and surtax under section 11 and subsection 
(b) of this section shall be the aggregate of the tentative normal 
tax and tentative surtax, reduced as follows: 
"If the aggregate is: The reduction shall be: 
Not over $400 ______ , ___ __ _________ 13% of the aggregate. 
Over $400 but not over $100,000----· $52 plus 9% of excess over $400. 
Over $100,000__ _______ __ __ ____ ___ _ $9,016 plus 7.3% of excess over $100,000. 
I n no event shall the combined normal tax and surtax for such 
taxable year exceed 80 per centum of the net income. 
"(2) OTHER TAXABLE YEARS BEGINNING BEFORE OCTOBER 1, 
19 5o.-In the case of taxable years (other than the calendar 
year 1950, to which paragraph (1) applies) beginning before 
October 1, 1950, the combined normal tax and surtax under section 
11 and subsection (b) of this section shall be the aggregate of the 
tentative normal tax and tentative surtax, reduced as follows : 
"If the aggregate is: 
Not over $400 _______________ ______ _ 
Over $400 but not over $100,000 _____ _ 
Over $100,000 _____________________ _ 
The reduction shall be: 
17% of the aggregate. 
$68 plus 12% of excess over $400. 
$12,020 plus 9.75% of ·excess over 
$100,000. 
If combined normal tax and surtax so computed exceeds 77 per 
centum of the net income for the taxable year, the combined tax 
shall be reduced to 77 per centum of the net income. For compu-
tation of tax in case the taxable year ends after September 30, 
1950, see section 108 (e)." 
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( 4) Effective with respect to taxable years beginning after 
September 30, 1950, section 12 (f) is hereby amended to read as 
follows: 
"(f) LIMITATIONON TAx.-In the case of a taxable year beginning 
after September 30, 1950, the combined normal tax and surtax shall 
in no event exceed 87 per centum of the net income for the taxable 
year." 
SEC. 102. INDIVIDUALS WITH ADJ USTED GROSS INCOME OF LESS THAN 
$5,000. 
So much of section 400 (relating to optional tax on individuals with 
adjusted gross incomes of less than $5,000) as precedes the tax table 
therein is hereby amended to read as follows : 
"SEC. 400. IMPOSITION OF TAX. 
"In lieu of the taxes imposed by sections 11 and 12, there shall be 
levied, collected, and paid for each taxable year upon the net income 
of each individual whose adjusted gross income for such year is less 
than $5,000, and who has elected to pay the tax imposed by this sup-
plement for such year, a tax as follows : . · 
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"Table I 
"Taxable years beginning after September 30, 1950 
If adjusted And the num- If adjusted 
gross in- her of exemp- gross in- And the number of exemptions is-
come is- lions is- come is-
2 3 
And And 
if And if And other if a other if a 
But 1 2 3 4 or But 1 than joint than joint 4 5 6 7 8 or At more At a a more 
least Jess least less joint re- joint re-than than turn turn re- is re- is turn filed turn filed is is 
filed filed 
The tax shall be- The tax shall be-
- - -- - -
$0 $675 $0 $0 $0 $0 $2, 325 $2,350 $301 $181 $181 $61 $61 $0 $0 $0 $0 $0 
675 700 4 0 0 0 2, 350 2, 375 305 185 185 65 65 0 0 0 0 0 
700 725 8 0 0 0 2, 375 2, 400 310 190 190 70 70 0 0 0 0 0 
725 750 13 0 0 0 2, 400 2, 425 314 194 194 74 74 0 0 0 0 0 
750 775 17 0 0 0 2, 425 2, 450 319 199 199 79 79 0 0 0 0 0 
775 800 22 0 0 0 2, 450 2, 475 323 203 203 83 83 0 0 0 0 0 
800 825 26 0 0 0 2, 475 2, 500 323 208 208 88 88 0 0 0 0 0 
825 850 31 0 0 0 2, 500 2, 525 332 212 212 92 92 0 0 0 0 0 
850 875 35 0 0 0 2, 525 2, 550 337 217 217 97 97 0 0 0 0 0 
875 900 40 0 0 0 2, 550 2, 575 341 221 221 101 101 0 0 0 0 0 
900 925 4! 0 0 0 ~: ~68 2, 600 346 226 226 106 106 0 0 0 0 0 925 950 49 0 0 0 2, 625 350 230 230 110 110 0 0 0 0 0 950. 975 53 0 0 0 2, 625 2, 650 355 235 235 115 115 0 0 0 0 0 
975 1, 000 58 0 0 0 2, 650 2, 675 359 239 239 119 119 0 0 0 0 0 
1, 000 1, 025 62 0 0 0 2, 675 2, 700 364 244 244 124 124 4 0 0 0 0 
1, 025 1, 050 67 0 0 0 2, 700 2, 725 368 248 248 128 128 8 0 0 0 0 
1, 050 1,075 71 0 0 0 2, 725 2, 750 373 253 253 133 133 13 0 0 0 0 
1, 075 1, 100 76 0 0 0 2, 750 2, 775 377 257 257 137 137 17 0 0 0 0 
1, 100 1, 125 80 0 0 0 2, 775 2, 800 382 262 262 142 142 22 0 0 0 0 
1, 125 1, 150 85 0 0 0 2, 800 2, 825 386 266 266 14R 146 26 0 0 0 0 
1, 150 1, 175 89 0 0 0 2,825 2, 850 391 271 271 151 151 31 0 0 0 0 
1, 175 1, 200 94 0 0 0 2, 850 2, 875 395 275 275 155 155 35 0 0 0 0 
1, 200 1, 225 98 0 0 0 2, 875 2, 900 400 280 280 160 160 40 0 0 0 0 
1, 225 1, 250 103 0 0 0 2, 900 2, 925 405 284 284 164 164 44 0 0 0 0 
1, 250 1, 275 107 0 0 0 2, 925 2, 950 410 289 289 169 169 49 0 0 0 (j 
1, 275 1, 300 112 0 0 0 2, 950 2, 975 415 293 293 173 173 53 0 0 0 0 
1, 300 1, 325 116 0 0 0 2, 975 3, 000 420 298 298 178 178 58 0 0 0 0 
1, 325 1, 350 121 1 0 0 3, 000 3, 050 427 305 305 185 185 65 0 0 0 0 
1, 350 1, 375 125 5 0 0 3, 050 3,100 437 314 314 194 194 74 0 0 0 0 
1, 375 1, 400 130 10 0 0 3, 100 3, 150 447 323 323 203 203 83 0 0 0 0 
1, 400 1, 425 134 14 0 0 3,150 3, 200 457 332 332 212 212 92 0 0 0 0 
1, 425 1, 450 139 19 0 0 3, 200 3, 250 407 341 341 221 221 101 0 0 0 0 
1,450 1, 475 143 23 0 0 3, 250 3, 300 476 350 350 230 230 110 0 0 0 0 
1,475 1, 500 148 28 0 0 3, 300 3, 350 486 359 359 239 239 119 0 0 0 0 
1, 500 1, 525 152 32 0 0 3, 350 3, 400 496 368 368 248 248 128 8 0 0 0 
1, 525 1, 550 157 37 0 0 ~: !~P 3, 450 506 377 377 257 257 137 17 0 0 0 1, 550 1, 575 161 41 0 0 3, 500 516 386 386 266 266 146 26 0 0 0 
1, 575 1, 600 166 46 0 0 3, 500 3, 550 526 395 395 275 275 155 35 () 0 0 
1, 600 1, 625 170 50 0 0 3, 550 3, 600 536 404 404 284 284 164 .44 0 0 0 
1, 625 1, 650 175 55 0 0 3, 600 3, 650 546 414 413 293 293 173 53 0 0 0 
1, 650 1, 675 179 59 0 0 3, 650 3, 700 556 424 422 302 302 182 62 0 0 0 
1, 675 1, 700 184 64 0 0 3, 700 3, 750 566 434 431 311 311 191 71 0 0 0 
1, 700 1, 725 188 68 0 0 3, 750 3, 800 575 443 440 320 320 200 80 0 0 0 
1, 725 1, 750 193 73 0 0 3, 800 3, 850 585 453 449 329 329 209 89 0 0 0 
1, 750 1, 775 197 77 0 0 3, 850 3, 900 595 463 458 338 338 218 98 0 0 0 
1, 775 1, 800 202 82 0 0 3, 900 3, 950 605 473 467 347 347 227 107 0 0 0 
1, 800 1, 825 206 86 0 0 3, 950 4, 000 615 483 476 356 356 236 116 0 0 0 
1, 825 1, 850 211 01 0 0 4, 000 4, 050 625 493 485 365 365 245 125 5 0 0 
1, 850 1, 875 215 95 0 0 4, 050 4,100 635 503 494 374 374 254 134 14 0 (j 
1, 875 1, 900 220 100 0 0 4, 100 4, 150 645 513 503 383 383 263 143 23 0 0 
1, 900 1, 925 224 104 0 0 4, 150 4. 200 655 523 512 392 392 272 152 32 0 0 1, 925 1, 950 229 109 0 0 4, 200 4, 250 665 533 521 401 401 281 161 41 0 0 
1, 950 1, 975 233 113 0 0 4, 250 4, 300 674 542 530 410 410 290 170 50 0 0 
1, 975 2, 000 238 118 0 0 4, 300 4,350 684 552 539 420 419 299 179 59 0 0 
2, 000 2, 025 242 122 2 0 4,350 4, 400 694 562 548 430 428 308 188 68 0 0 
2,025 2, 050 247 127 7 0 4, 400 4, 450 704 572 557 440 437 317 197 77 0 0 
2, 050 2, 075 251 131 11 0 4, 450 4, 500 714 582 566 450 446 326 206 86 0 0 
2, 075 2,100 256 136 16 0 4, 500 4, 550 724 592 575 460 455 335 215 95 0 0 
2,100 2,125 260 140 20 0 4, 550 4, 600 734 602 584 470 464 344 224 104 0 0 
2,125 2,150 265 145 25 0 4, 600 4, 650 744 612 593 480 473 353 233 113 0 0 
2, 150 2,175 269 149 29 0 4, 650 4, 700 754 622 602 490 482 362 242 122 2 0 
2, 175 2, 200 274 154 34 0 4, 700 4, 750 764 632 611 500 491 371 251 131 11 0 
2, 200 2, 225 278 158 38 0 4, 750 4, 800 773 641 620 509 500 380 260 140 20 0 
2, 225 2, 250 283 163 43 0 4, 800 4,850 783 651 629 519 509 389 269 149 29 0 
2, 250 2, 275 287 167 47 0 4,850 4, 900 793 661 638 529 518 398 278 158 38 0 
2, 275 2, 300 292 172 52 0 4, 900 4, 950 803 671 647 539 527 407 287 167 47 0 
2, 300 2, 325 296 176 56 0 4, 950 5, 000 813 681 656 549 536 416 296 176 56 0 
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"Table II 
' 'Taxable year beginning J anuary 1, 1950, and ending D ecember 31, 1950 
If adjusted And the uum- If adj usted 
gross in- her of e3emp- gross in- And the number of exemptions is-
come is- tions is- come is-
2 3 
"" 
' aE ~ ~3 Cl .. ., ~.e .. ., ~., ~ ., 
But 4 or At But 1 tf "- "" =- 4 5 6 7 At 1 2 3 'Ote ., .. 'QI.C:'I 
least less more least less ~:5] ·~., ~:S-g -~ .. ~ than than .. . ~ ... ~ 
=.g,ca =e ""o- =e 0 ·- ·-.CC e: 
-g ... ~ "'" 1 =s.$ "'" "~ "~ ~ < < < < 00 
The tax shall be- The tax shall be-
--
--- -
$0 $675 $0 $0 $0 $0 $2, 325 $2, 350 $262 $157 $157 $53 $53 $0 $0 $0 $0 $0 
675 700 3 0 0 0 2, 350 2. 375 266 161 1B1 57 57 0 0 0 0 0 
700 725 7 0 0 0 2, 375 2, 400 269 165 165 61 61 0 0 0 0 0 
725 750 11 0 0 0 2,400 2,425 273 160 169 65 65 0 0 0 0 0 
750 775 15 0 0 0 2, 425 2,450 277 173 173 69 69 0 0 0 0 0 
775 800 19 0 0 0 2, 450 2, 475 281 177 177 72 72 0 0 0 0 0 
800 825 23 0 0 0 2, 475 2, 500 285 181 181 76 76 0 0 0 0 0 
825 850 27 0 0 0 2, 500 2, 525 289 185 185 80 80 0 0 0 0 0 
850 875 31 0 0 0 2, 525 2, 550 293 189 189 84 84 0 0 0 0 0 
875 900 35 0 0 0 2, 550 2, 575 297 192 192 88 88 0 0 0 0 0 
900 925 38 0 0 0 2, 575 2, 600 301 196 196 92 92 0 0 0 0 0 
925 950 42 0 0 0 2, 600 2, 625 305 200 200 06 96 0 0 0 0 0 
050 975 46 0 0 0 2,625 2, 650 309 204 204 100 100 0 0 0 0 0 
975 1, 000 50 0 0 0 2, 650 2,675 313 208 208 104 104 0 0 0 0 0 
1, 000 1,025 54 0 0 0 2, 675 2, 700 316 212 212 108 108 3 0 0 0 0 
1, 025 1, 050 58 0 0 0 2, 700 2, 725 320 216 216 112 112 7 0 0 0 0 
1, 050 1, 075 62 0 0 0 2, 725 2. 750 324 220 220 115 . 115 11 0 0 0 0 
1, 075 1,100 66 0 0 0 2, 750 2, 775 328 224 224 119 119 15 0 0 0 0 
1, 100 1, 125 70 0 0 0 2, 775 2, 800 332 228 228 123 123 19 0 0 0 0 
1, 125 1, 150 74 0 0 0 2,800 2, 825 336 232 232 127 127 23 0 0 0 0 
1, 150 1, 175 78 0 0 0 2, 825 2,850 340 236 236 131 131 27 0 0 0 0 
1, 175 1, 200 82 0 0 0 2, 850 2, 875 344 239 230 135 135 31 0 0 0 0 
1, 200 1, 225 85 0 0 0 2, 875 2, 900 348 243 243 139 139 35 0 0 0 0 
1, 225 1, 250 89 0 0 0 2, 900 2, 925 352 247 247 143 143 38 0 0 0 0 
1, 250 1, 275 93 0 0 0 2, 925 2, 050 357 251 251 147 147 42 0 0 0 0 
1, 275 1,300 07 0 0 0 2, 950 2, 975 361 255 255 151 151 46 0 0 0 0 
1, 300 1, 325 101 0 0 0 2, 975 3, 000 366 259 259 155 155 50 0 0 0 0 
1, 325 1,350 10.1 1 0 0 3, 000 3, 050 373 26.5 265 161 161 56 0 0 0 0 
1, 350 1, 375 109 5 0 0 3, 050 3,100 382 273 273 168 168 64 0 0 0 0 
1. 375 1, 400 113 8 0 0 3,100 3,150 391 281 281 176 176 72 0 0 0 0 
1, 400 1, 425 117 12 0 0 3,150 3, 200 400 288 288 184 184 80 0 0 0 0 
1, 425 1, 450 121 16 0 0 3, 200 3, 250 409 296 296 192 192 87 0 0 0 0 
1, 450 1, 475 125 20 0 0 3, 250 3. 300 418 304 301 200 200 95 0 0 0 0 
1, 475 1, 500 129 24 0 0 3, 300 3, 350 427 312 312 207 207 103 0 0 0 0 
1, 500 1, 525 132 28 0 0 3,350 3, 400 436 3'20 320 21.1 215 111 7 0 0 0 
1, 525 1, 550 136 32 0 0 3, 400 3, 450 445 328 328 223 223 119 14 0 0 0 
1, 550 1, 575 140 36 0 0 3, 450 3, 500 454 335 335 231 231 127 22 0 0 0 
1, 575 1, 600 144 40 0 0 3, 500 3, 550 463 343 343 239 239 134 30 0 0 0 
1, 600 1, 625 148 44 0 0 3, 550 3, 600 472 352 351 247 247 142 38 0 0 0 
1, 625 1, 650 152 48 0 0 3, 600 3, 650 481 361 359 254 254 150 46 0 0 0 
1, 650 1, 675 156 52 0 0 3, 650 3, 700 490 370 367 262 262 158 54 0 0 0 
1, 675 1, 700 160 55 0 0 3, 700 3, 750 499 379 375 270 270 166 Gl 0 0 0 
1, 700 1, 725 164 59 0 0 3, 750 3, 800 508 388 382 278 278 174 69 0 0 0 
1, 725 1, 750 168 63 0 0 3, 800 3, 850 517 397 300 286 286 181 77 0 0 0 
1, 750 1, 775 172 67 0 0 3, 850 3, 900 526 406 308 294 294 189 85 0 0 0 
1, 775 1, 800 176 71 0 0 3, 000 3, 950 535 415 406 301 301 197 93 0 0 0 
1, 800 1, 825 179 75 0 0 3, 050 4,000 544 424 414 309 300 205 100 0 0 0 
1, 825 1, 850 183 79 0 0 4,000 4, 050 553 433 422 317 317 213 108 4 0 0 
1, 850 1, 875 187 83 0 0 4, 050 4,100 562 442 420 325 325 221 116 12 0 0 
1, 875 1, 000 191 87 0 0 4,100 4, 150 571 451 437 333 333 228 124 20 0 0 
1, 900 1, 925 195 91 0 0 4,150 4, 200 580 460 445 341 341 236 132 27 0 0 
1, 925 1, 950 199 95 0 0 4, 200 4, 250 589 469 453 349 348 244 140 35 0 0 
1, 050 1, 975 203 00 0 0 4, 250 4, 300 598 478 461 358 356 252 147 43 0 0 
1, 975 2, 000 207 102 0 0 4, 300 4, 350 607 487 468 367 364 260 155 51 0 0 
2, 000 2, 025 211 106 2 0 4, 350 4, 400 616 496 476 376 372 268 163 50 0 0 
2, 025 2, 050 215 110 6 0 4, 400 4, 450 625 505 484 385 380 275 171 67 0 0 
2,050 2, 075 219 114 10 0 4, 450 4, 500 634 514 492 394 388 283 179 74 0 0 
2, 075 2, 100 223 118 14 0 4, 500 4, 550 643 523 500 403 305 291 187 82 0 0 
2, 100 2, 125 226 122 18 0 4, 550 4, 600 652 532 508 412 403 290 104 90 0 0 
2, 125 2,150 230 126 22 0 4, 600 4, 650 661 541 515 421 411 307 202 98 0 0 
2,150 2,175 234 130 25 0 4, 650 4, 700 670 550 523 430 410 315 210 106 1 0 
2, 175 2, 200 238 134 29 0 4, 700 4, 750 679 559 531 439 427 322 218 114 0 0 
2, 200 2, 225 242 138 33 0 4, 750 4, 800 688 568 530 448 435 330 226 121 17 0 
2, 225 2, 250 246 142 37 0 4, 800 4, 850 697 577 547 457 442 338 234 129 25 0 
2, 250 2, 275 250 146 41 0 4, 850 4, 000 706 586 555 466 450 346 ·241 137 33 0 
2, 275 2,300 254 149 15 0 4, 900 4, 050 715 595 562 475 458 354 249 145 40 0 
2, 300 2, 325 258 153 49 0 4,950 5,000 724 604 570 484 466 361 257 153 48 0 
73450 ' -50--2 
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"Table III 
"Taxable years (other than the calendar year 1950) beginning before October 
1, 1950" 
SEC. 103. COMPUTATION OF TAX IN CASE OF CERTAIN JOINT RETURNS. 
I£ a joint return of a husband and wife is filed under the provi-
sions of section 51 (b) ( 3) of the Internal Revenue Code in a case 
where the husband and wife have different taxable years because of 
the death of either spouse, and the taxable year of the surviving 
spouse covered by such joint return began before October 1, 1950, 
and ended after September 30, 1950, the amendments made by this 
part shall be applicable in respect of rmch joint return as if the tax-
able years of both spouses covered by the joint return ended on the 
elate of the closing of the surviving spouse's taxable year. 
SEC. 104. EFFECTIVE DATE OF PART I. 
Except as provided in section 103, the amendments made by this 
part shall be applicable only with respect to taxable years ending 
after December 31, 1949. For treatment of taxable years (other 
than the calendar year 1950) beginning before October 1, 1950, and 
ending after September 30, 1950, see section 131. 
Part 11-Corporation Income Taxes 
SEC. 121. INCREASE IN RATE OF CORPORATION INCOME TAXES. 
(a) AMENDMENT OF SECTION 13.-Section 13 (relating to the normal 
tax on corporations) is hereby amended to read as follows : 
"SEC. 13. NORMAL TAX ON CORPORATIONS. 
"(a) DEFINITIONs.-For the purposes of this chapter-
"(1) ADJUSTED NET INCO:tvm.-The term 'adjusted net income' 
means the net income minus the credit provided in section 26 (a), 
relating to interest on certain obligations of the United States . 
and Government corporations. 
"(2) NORMAL TAX NET INCOME.-
"(A) Calendar Year 1950 and Taxable Years Beginning 
After June 30, 1950.-In the case of a taxable year beginning 
on Jan nary 1, 1950, and ending on December 31, 1950, and in 
the case of taxable years beginning after J nne 30, 1950, the 
term 'normal-tax net income' means the adjusted net income 
minus the sum of the following credits : 
"(i) The credit for dividends received provided in 
section 26 (b) ; 
"(ii) In the case of a public utility, the credit for 
dividends paid on its preferred stock provided in sec-
tion 26 (h) ; and 
" (iii) In the case of a western hemisphere trade cor-
poration (as defined in section 109) , the credit provided 
in section 26 ( i). . 
"(B) OTHER TAXABLE YEARS BEGINNING BEFORE JULY 1, 
1950.-In the case of taxable years (other than the calendar 
year 1950, to which subparagraph (A) applies) beginning 
before July 1, 1950, the term 'normal-tax net income' means 
the adjusted net income minus the credit for dividends 
received provided in section 26 (b). 
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"(h) IMPOSITION OF TAx.-
"(1) TAXABLE YEARS BEGINNING AFTER JUNE 30, 1950.-In the 
case of taxable years beginning after J nne 30, 1950, there shall be 
levied, collected, and paid for each taxable year upon the normal-
tax net income of every corporation (except a corporation subject 
to a tax imposed by section 231 (a), Supplement G, or Supplement 
Q) a tax of 25 per centum of the normal-tax net income. 
"(2) CALENDAR YEAR 195o.-In the case of a taxable year begin-
ning on January 1, 1950, and ending on December 31, 1950; there 
shall be levied, collected, and paid for such taxable year upon the 
normal-tax net income of every corporation (except a corporation 
subject to a tax imposed by section 231 (a), Supplement G, or 
~upplement Q) a t ax of 23 per centum of the normal-tax net 
Income. 
"(3) OTHER TAXABLE YEARS BEGINNING BEFORE JULY 1, 1950.-
In the case of taxable years (other than the calendar year 1950, to 
which parawaph (2) applies) beginning before July 1, 1950, there 
shall be levied, collected, and paid for each taxable year upon the 
normal-tax net income of every corporation the normal-tax net 
income of which is more than $25,000 (except a corporation sub-
ject to a tax imposed by section 14, section231 (a), Supplement G, 
or Supplement Q) whichever of the following taxes IS the lesser: 
"(A) GENERAL RULE.-A tax of 24 per centum of the 
normal-tax net income; or 
"(B) ALTERNATIVE TAX (CORPORATIONS WITH NORMAL-TAX 
NET INCOME OVER $25,000, BUT NOT OVER :p;o,OOO) .-A tax of 
$4,250, plus 31 per centum of the amount of the normal-tax 
net income in excess of $25,000. 
For computation of tax in case the taxable year ends after June 
30, 1950, see section 108 (f) . 
"(c) ExEMPT CoRPORATIONs.- For corporations exempt from taxes 
under this chapter, see section 101. 
" (d) TAx oN PERSONAL HoLDING CoMPANIEs.- For surtax on per-
sonal holding companies, see section 500. 
" (e) IMPROPER AccuMULA'l'ION oF SURPLUs.- For surtax on corpo-
rations which accumulate surplus to avoid surtax on shareholders, see 
section 102." 
(b) AMENDMENT OF SECTION 14 (a).- So much of section 14 (relat-
ing to normal tax on special classes of corporations) as precedes sub-
section (b) thereof is hereby amended to read as follows : 
"SEC. 14. TAX ON SPECIAL CLASSES OF CORPORATIONS IN CASE OF 
TAXABLE YEARS (OTHER THAN THE CALENDAR YEAR 
1950) BEGINNING BEFORE JULY 1, 1950. 
" (a) IMPOSITION OF TAX IN CA&Es OF TAXABLE YEARS (OTHER THAN 
'l'HE CALENDAR YEAR 1950) BEGINNING BEFORE JULY 1, 1950.- In th~ 
case of taxable years beginning before July 1, 1950 (other than a tax-
able year beginning on January 1, 1950, and ending on December 31, 
1950), there shall be levied, collected, and paid for each taxable year 
upon the normal-tax net income of the following corporations (in lieu 
o:f the tax imposed by section 13 (b) ( 3)) the tax hereinafter in this 
section specified. For computation of tax in case the taxable year 
ends after June 30,1950, see section 108 (f) ." · 
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(c) AMENDMENT OF SECTION 15.-Section 15 (relating to surtax on 
corporations) is hereby amended to read as follows : 
"SEC. 15. SURTAX ON CORPORATIONS. 
"(a) CoRPORATION SURTAX NET lNCOME.-For the purposes of this 
chapter-
" ( 1) CALENDAR YEAR 19 50 AND TAXABLE YEARS BEGINNING AFTER 
JUNE 3o, 195o.-In the case of a taxable year beginning on Janu-
ary 1, 1950, and ending on December 31, 1950, and in the case 
of taxable years beginnmg after June 30, 1950, the term 'corpora-
tion surtax net income' means the net income minus the sum of 
the following credits : 
" (A) The credit for dividends received provided in sec-
tion 26 (b); 
"(B) In the case of a public utility the credit for divi-
dends paid on its preferred stock provided in section 26" (h) ; 
" (C) In the case of a western hemisphere trade corpora-
tion (as defined in section 109), the credit provided in section 
26 ( i). 
"(2) OTHER TAXABLE YEARS BEGINNING BEFORE JULY 1, 1950.-
Jn the case of taxable years (other than the calendar year 1950, 
to which paragraph (1) applies) beginning before July 1, 1950, 
the term 'corporation surtax net income' means the net income 
minus the credit for dividends received provided in section 26 (b) 
and minus, in the case of a public utility, the credit for dividends 
paid on its preferred stock provided in section 26 (h). For the 
purposes of this paragraph, dividends received on the preferred 
stock of a public utility shall be disregarded in computing the 
credit for dividends received provided in section 26 (b). 
" (b) IMPOSITION OF TAx.-
"(1) TAXABLE YEARS BEGINNING AFTER ,J"UNE 3<l, 1950.-ln the 
case of taxable years beginning after June 30, 1950, there shall 
be levied, collected, and paid for each taxable year upon the 
corporation surtax net income of every corporation (except a 
corporation subject to a tax imposed by section 231 (a), Supple-
ment G, or Supplement Q) a surtax of 20 per centum of the 
amount of the corporation surtax net income in excess of $25,000. 
"(2) CALENDAR YEAR 1950.-In the case of a taxable year 
beginning on J anuary 1, 1950, and ending on December 31, 1950, 
there shall be levied, collected, and paid for such taxable year 
upon the corporation surtax net income of every corporation 
(except a corporation subject to a tax imposed by section 231 
(a), Supplement G, or Supplement Q) a surtax determined by 
computing a tentative surtax of 19 per centum of the amount of 
the corporation surtax net income in excess of $25,000, and by 
reducing such tentative surtax by an amount equal to 1 per centum 
of the lower of (A) the amount of the credit provided in section 
26 (a), or (B) the amotmt by which the corporation surtax net 
income exceeds $25,000. 
"(3) OTHER TAXABLE YEARS BEGINNING BEFORE JULY 1, 1950.-
I n the case of taxable years (other than the calendar year 1950, 
to which paragraph (2) applies) beginning before July 1, 1950, 
there shall be levied, collected, and paid for each taxable year 
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upoJ1 the corporation surta~ net income of every corporation 
(except a western hemisphere trade corporation as defined in 
section 109, and except a corporation subject to a tax imposed 
by section 231 (a), Supplement G, or Supplement Q) a surtax 
as follows: 
"(A) SURTAX NET INCOMES NOT OVER $25,000.-Upon cor-
poration surtax net incomes not over $25,000, 6 per centum 
of the amount thereof. 
"(B) SURTAX NET INCOMES OVER $25,000 BUT NOT OVER 
$5o,ooo.-Upon corporation surtax net incomes over 
$25,000, but not over $50,000, $1,500 plus 22 per centum of 
the amount of the corporation surtax net income over 
$25,000. 
"(C) SURTAX NET INCOMES OVER $50,ooo.-Upon corpora-
tion surtax net incomes over $50,000, 14 per centum of the 
corporation surtax net income. 
For computation of tax in case the taxable year ends after June 
30, 1950, see section 108 (f)." 
(d) MuTuAL INSURANCE CoMPANIEs OTHER THAN LIFE OR 
MARINE.-
(1) Section 207 (a) (1) (relating to normal tax and surtax 
on mutual insurance companies, other than life or marine) is 
hereby amended by striking out subparagraphs (A) and (B) 
and inserting in lieu thereof the following : 
"(A .. ) Taxable Years Beginning AfterJune 30, 1950.-ln 
the case of taxable years beginning after J nne 30, 1950'---
"(i) Normal Tax.-A normal tax on the normal-tax 
net income, computed at the rate provided in section 13 
(b) ( 1), or 50 per centum of the amount by which the 
normal-tax net income exceeds $3,000, whichever is the 
lesser; plus 
"(ii) Surtax.-A surtax on the corporation surtax net 
income, computed as provided in section 15 (b) (1). 
"(B) Calendar Year 1950.-ln the case of a taxable year 
beginning on January 1, 1950, and ending on December 31, 
1950-
"(i) Normal Tax.-A normal tax on the normal-tax 
net income, computed at the rate provided in section 13 
(b) (2), or 46 per centum of the amount by which the 
normal-tax net income exceeds $3,000, whichever is the 
lesser; plus 
" ( ii) Surtax.-A sm;tax on the corporation surtax net 
income, computed as provided in section 15 (b) (2)." 
(2) Section 207 (a) (3) (relating to normal tax and surtax 
on interinsurers or reciprocal underwriters) is hereby amended 
by striking out subparagraphs (A) and (B) and inserting in lieu 
thereof the following : 
"(A) Taxable Years Beginning After June 30, 1950.-In 
the case of taxable years beginning after June 30, 1950-
" (i) Nonnal tax.-A normal tax on the normal-tax net 
income, computed at the rate provided in section 13 (b) 
( 1) , or 50 per centum of the amount by which the normal-
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tax net income exceeds $50,000, whichever is the lesser; 
plus 
"(ii) Surtax.-A surtax on the corporation surtax 
net income, computed as provided in section 15 (b) ( 1), 
or 30 per centum of the amount by which the corporation 
surtax net income exceeds $50,000, whichever is the lesser. 
"(B) Calendar Year 1950.-In the case of a taxable year 
beginning on January 1, 1950, and ending on December 31, 
1950-
" (i) Normal tax.-A normal tax on the normal-tax 
net income, computed at the rate provided in section 13 
(b) (2), or 46 per centum of the amount by which the 
normal-tax net income exceeds $50,000, whichever is the 
lesser; plus 
"(ii) Surtax.-A surtax on the corporation surtax net 
income, in an amount computed as provided in section 
15 (b) (2), or in an amount equal to one and one-half 
times the surtax which would be computed under section 
15 (b) (2) if the corporation surtax net income were 
reduced by $25,000, whichever amount is the lesser." 
(3) The amendments made by this subsection shall apply only 
with respect to taxable years beginning after June 30, 1950, and 
to taxable years begi1ming on January 1, 1950, and ending on 
December 31, 1950. 
(e) REGULATED INVESTMENT CoMPANms.-
( 1) Section 362 (b) ( 3) (relating to normal tax on regulated 
investment companies) is hereby amended to read as follows: 
" ( 3) In the case of taxable years beginning after June 30, 1950, 
there shall be levied, collected, and paid for each taxable year upon 
its Supplement Q net income a tax equal to 25 per centum of the 
amount thereof. In the case of taxable years beginning after 
December 31, 1949, and before July 1, 1950, there shall be levied, 
collected, and paid for each taxable year upon its Supplement Q 
net income a tax equal to 23 per centum of the amount thereof." 
(2) Section 362 (b) ( 4) (relating to surtax on regulated invest-
ment companies) is hereby amended to read as follows: 
" ( 4) In the case of taxable years beginning after June 30, 1950, 
there shall be levied, collected, and paid for each taxable year 
upon its Supplement Q surtax net income a tax equal to 20 per 
centum of the amount thereof in excess of $25,000. In the case of 
taxable years begi1ming after December 31, 1949, and before July 
1, 1950, there shall be levied, collected, and paid for each taxable 
year upon its Supplement Q surtax net income a tax equal to 19 
per centum of the amount thereof in excess of $25,000." 
(3) The amendments made by this subsection shall· be appli-
cable only with respect to taxable years beginning after December 
31, 1949. 
(f) TAx UNDER CONSOLIDATED RETURNS.-Section 141 (c) (relating 
to computation and payment of tax on consolidated returns) . is hereby 
amended by inserting after the first sentence the following: "If the 
affiliated group includes one or more western hemisphere trade cor-
porations (as defined in section 109), the increase of 2 per centum 
provided in the preceding sentence shall be applied only on the amount 
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by which the consolidated corporation surtax net income of the affili-
ated group exceeds the portion (if any) of the consolidated corporation 
surtax net income attributable to the western hemisphere trade cor-
porations included in such group." 
(g) TECHNIOAL AMENDMENTS.-
( 1) Section 26 (h) ( 2) (relating to definition of public utility) 
is hereby amended by striking out "As used in this subsection and 
section 15 (a)" and inserting in lieu thereof "As used in this sub-
section, subsection (b), and sections 13 and15". 
(2) Section 122 (c) (relating to amount of net operating loss 
deduction) is hereby amended by striking out "without the credit 
provided in section 26 (e)" and inserting in lieu thereof "without 
the credits provided in section 26 (h) and ( i) "~ 
(3) Effective with respect to taxable years beginning after 
June 30, 1950, and with respect to taxable years beginning on 
January 1, 1950, an:d ending on December 31, 1950, section 201 
(a) ( 1) (relating to tax on life insurance companies) is hereby 
amended by striking out "at the rates provided in section 13 or 
section 14 (b) and in section 15 (b)" and inserting in lieu thereof 
"computed as provided in section 13 (b) and in section 15 (b)". 
( 4) Effective with respect to taxable years beginning after 
June 30, 1950, and with respect to taxable years beginning on 
January 1, 1950, and ending on December 31, 1950, section 204 
(a) ( 1) (relating to insurance companies other than life or 
mutual) is hereby amended by striking out "at the rates specified 
in section 13 or section 14 (b) and in section 15 (b) " and inserting 
in lieu thereof "computed as provided in section 13 (b) and in 
section15 (b)". 
( 5) Effective with respect to taxable years beginning after 
June 30, 1950, and with respect to taxable years beginning on 
January 1, 1950, and ending on December 31, 1950, section 231 (b) 
(relating . to foreign corporations engaged in trade or business 
within the United States) is hereby amended by striking out "sec-
tion 14 (c) (1)" and inserting in lieu thereof "section 13". 
SEC. 122. CREDITS OF CORPORATIONS. 
(a) DIVIDENDS RECEIVED CREDIT.-Section 26 (b) (relating to cred-
its allowed corporations with respect to dividends received) is hereby 
amended to read as follows: 
"(b) DiviDENDS RECEIVED.-An amount equal to the sum of-
"(1) IN GENERAL.-85 per centum of the amount received as 
dividends (other than dividends received in taxable years 
described in paragraph (2) on the preferred stock of a public 
utility) from a domestic corporation which is subject to taxation 
under this chapter; and 
"(2) CERTAIN PREFERRED STOCK.-
"(A) TAXABLE YEARS BEGINNING AFTER JUNE 30, 1950.-ln 
the case of taxable years beginning after June 30, 1950, 59 
per centum of the amount received as dividends on the pre-
ferred stock of a public utility which is subject to taxation 
under this chapter. 
"(B) CALENDAR YEAR 19 5o.-In the case of a taxable year 
beginning on J anJJ.ary 1, 1950, and endiqg on December 3"!, 
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1950, 57 per centum of the amount received as dividends on 
the preferred stock of a public utility which is subject to 
taxation under this chapter. 
For the purpose of this subsection (but not for the purposes of com-
puting adjusted net income), if the whole or any part of a dividend 
is received after August 31, 1950, in property other than money, then, 
with respect to such property, the shareholder shall not be considered 
to have received as a dividend an amount in excess of the adjusted basis 
of such property in the hands of the distributing corporation at the 
time of distribution increased in the amount of gain or decreased in 
the amount of loss recoanized to the distributing corporation by reason 
of such distribution. The credit allowed. under this subsection shall not 
be allowed in respect of dividends received from a corporation organ-
ized under the China Trade Act, 1922, 42 Stat. 849 (U. S. C., title 15, 
c. 4), or from a corporation which under section 251 is taxable only on 
its gross income from sources within the United States by reason of its 
receiving a large percentage of its gross income from sources within 
a possession of the United States. In no event shall the credit allowed 
by this subsection exceed 85 per centum of the adjusted net income 
computed without regard to the deduction allowed by section 23 (s)." 
(b) CREDIT FOR DIVIDENDS pAID ON CERTAIN PREFERRED STOCK.-
The first sentence of section 26 (h) (1) (relating to amount of credit 
£or dividends paid on certain preferred stock) is hereby amended to 
read as follows: "In the case of a public utility, the amount of divi- • 
dends paid during the taxable year on its preferred stock, except 
that (A) in the case of a taxable year begi1ming on January 1, 1950, 
and ending on December 31, 1950, only an amount equal to 33 per 
centum of the lower of (i) the amount of dividends paid during such 
taxable year on its preferred stock or (ii) the adjusted net il)Come for 
such taxable year minus the credit fGr dividends received provided 
in subsection (b) for such year, and (B) in the case of any taxable 
year beginning after June 30, 1950, only an amount equal to 31 per 
centum of the lower of (i) the amount of dividends paid during 
such taxable year on its preferred stock or (ii) the adjusted net income 
for such taxable year minus the credit for dividends received pro-
vided in subsection (b) for such year.". 
(c) WESTERN HEMISPHERE TRADE CoRPORATIONs.-Section 26 (relat-
ing to credits of corporations) is hereby amended by adding at the 
end thereof the following new subsection : 
"(i) WEsTERN HEMISPHERE TRADE CoRPORATIONs.-In the case of a 
western hemisphere trade corporation (as defined in section 109)-
"(1) TAXABLE YEARS BEGINNING AFTER JUNE 30, 1950.-In the 
case of any taxable year beginning after June 30, 1950, an amount 
equal to 31 per centum of its normal-tax net income computed 
without regard to the credit provided in this subsection. 
"(2) CALENDAR YEAR 1950.-In the case of a taxable year 
beginning on January 1, 1950, and ending on December 31, 1950, 
an amount equal to 33 per centum of its normal-tax net income 
computed · without regard to the credit provided in this sub-
section." 
SEC. 123. EFFECTIVE DATE OF PART II. 
The amendments niade by this part shall be applicable only with 
respect to taxable yenrs ending after December 31, 1949. For treatment 
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of taxable years (other than the calendar year 1950) beginning before 
July 1, 1950, and ending after June 30, 1950, see section 131. 
Part III-Fiscal Year Taxpayers 
SEC. 131. FISCAL YEAR TAXPAYERS. 
(a) AMENDMENT oF SECTION 108.-Section 108•is hereby amended 
by striking out subsection (e) and inserting in lieu thereof the follow-
ing new subsections: 
"(e) CERTAIN TAxABLE YEARS OF INDIVIDUALS BEGINNING BEFoRE 
OcTOBER 1, 1950, AND ENDING AFTER SEPTEl\IBER 30, 1950.-In the case 
of a taxable year (other than one beginning on January 1, 1950, and 
ending on December 31, 1950) of . a taxpayer other than a corporation 
beginning before October 1, 1950, and ending after September 30, 1950, 
the tax imposed by sections 11, 12, and 400 shall be an amount equal 
to the sum of-
" (1) that portion of a tentative tax, computed under the provi-
sions of sections 11 (b), 12 (b) (2), 12 (c) (2), and 12' (d), or 
Table III of section 400, applicable to such taxable year, which the 
number of calendar months in such taxable year prior to October 
1, 1950, bears to the total number of calendar months in such 
taxable year, plus 
"(2) that portion of a tentative tax, computed under the pro-
visions of sections 11 (a), 12 (b) ( 1), 12 ( cl), ancl12 (f), or Table I 
of section 400, as if such proviswns were applicable to such taxable 
year, which the number of calendar months in such taxable year 
after September 30, 1950, bears to the total number of calendar 
months in such taxable year. 
For the purposes of this subsection, a calendar month only part of 
which falls within the taxable year (A) shall be disregarded if less 
than 15 days of such month are included in such taxable year, and (B) 
shall be included as a calendar month within the taxable year if more 
than 14 days of such month fall within the taxable year. 
"(f) CERTAIN TAXABLE YEARS OF CORPORATIONS BEGINNING BEFORE 
JuLY 1, 1950, AND ENDING AFTER JuNE 30, 1950.-In the case of a 
taxable year (other than one beginning on January 1, 1950, and ending 
on December 31, 1950) of a corporation beginning before July 1, 1950, 
and ending after June 30, 1950, the tax imposed by sections 13, 14, and 
15 shall be an amount equal to the sumo£- . 
" ( 1) that portion of a tentative tax, computed under the pro-
visions of sections 13 (b) (3), 14, ancl15 (b) (3), applicable to 
such taxable year, which the number of days in such taxable year 
prior to July 1, 1950, bears to the total number of clays in such 
taxable year, plus 
"(2) that portion of a tentative tax, computed under the pro-
visions of sections 13 (b) ( 1) and 15 (b) ( 1), as if such pro-
visions (and the provisions of sections 26 (b) ( 2) (A), 26 (h) ( 1) 
(B), and 26 (i) (1)) were applicable to such taxable year, whiCh 
the number of days in such taxable year after June 30, 1950, 
bears to the total number of days in such taxable year. 
"(g) SPECIAL CLASsEs oF TAxPAYERs.-This section shall"not apply 
to an insurance company subject to Supplement G or an investment 
company subject to Supplement Q." 
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(b) EFFECTIVE D ATE.-The amendment made by subsection (a) in 
striking out subsection (e) of section 108 of the Internal Revenue 
Code shall not apply in the case of any taxable year described in 
subsections (a), (b), or (c) of such section. 
Part IV-Increase in Withholding of Tax at Source on Wages 
SEC. 141. PERCENTAGE METHOD OF WITHHOLDING. 
Section 1622 (a) (relating to percentage method of withholding) . 
is hereby amended by striking out "15 per centum" and inserting 
in lieu thereof "18 per centum". 
SEC. 142. WAGE . BRACRET WITHHOLDING. 
The tables contained in section 1622 (c) ( 1) (relating to wage 
bracket withholding) are hereby amended to read as follows: 
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"If the pay-r oll period with respect to an employee is weekly 
And the wages are- And the number of withholding exemptions claime d is 
But less 0 I 1 I 2 I 3 I 4 I 5 I 6 I 7 I 8 I 9 110 or At least than more The amount of tax to be withheld shall be-
18% of $0 $0 $0 $0 $0 ___ ______ $13 _______ wa~~: ea $0 $0 $0 $0 $0 $0 
$13-- . • .... $14_ _____ _ $2.40 .10 0 0 0 0 0 0 0 0 0 
$14 . . .. . . .. $15 .. . ... . 2. 60 .30 0 0 0 0 0 0 0 0 0 
$1 5 . ....... $1 6 . . . . . . . 2.80 • 50 0 0 0 0 0 0 0 0 0 
$16 .. . ..... $17 ___ ____ 3. 00 • 70 0 0 0 0 0 0 0 0 0 $17__ ______ $18__ _____ 3. 20 .80 0 0 0 0 0 0 0 0 0 $18__ ___ ___ $19 ___ ____ 3. 30 1.00 0 0 0 0 0 0 0 0 0 $19 ______ __ $20 . . . .... 3. 50 1. 20 0 0 0 0 0 0 0 0 0 
$20 .. . . . .. . $2L .. . . . 3. 70 1. 40 0 0 0 0 0 0 0 0 0 $21__ ______ $22 __ _____ 3. 90 1. 60 0 0 0 0 0 0 0 0 0 
$22 ..... •.. $23 .. ..... 4.10 1. 70 0 0 0 0 0 0 0 0 0 
$23 . . . .... . $24 . . . ... . 4. 20 1. 90 0 0 0 0 0 0 0 0 0 
$24.. . . ... . $25 .. ... . . 4. 40 2.10 0 0 0 0 0 0 0 0 0 
$25 . .•...• . $26 . . . . ... 4. 60 2. 30 0 0 0 0 0 0 0 0 0 
$26 . . ... ••. $27 . ...... 4. 80 2. 50 .20 0 0 0 0 0 0 0 0 
$27-- ------ $28 _______ 5.00 2.60 .30 0 0 0 0 0 0 0 0 $28 . . ...•• . $29 ____ ___ 5.10 2. 80 .w 0 0 0 0 0 0 0 0 
$29 . •....•. $30 _______ 5.30 3.00 . 70 0 0 0 0 0 0 0 0 $30. ______ _ $31. . . .... 5. 50 3. 20 . 90 0 0 0 0 0 0 0 0 
$31. • . ..• • • $32 . ...... 5. 70 3. 40 1.10 0 0 0 0 0 0 0 0 
$32 ..... . •. $33.. ..... 5. 90 3. 50 1.20 0 0 0 0 0 0 0 0 
$33 ......•. $34.. . .... 6.00 3. 70 1. 40 0 0 0 0 0 0 0 0 
$34 ........ $35 . . . . . . . 6. 20 3. 90 1. 60 0 0 0 0 0 0 0 0 
$35 . . .. .. . . $36 ... ... . 6. 40 4. 10 1. 80 0 0 0 0 0 0 0 0 
$36 .. . .. . •. $37 _______ 6. 60 4. 30 2. 00 0 0 0 0 0 0 0 0 
$37 . . . . .... $38 . . . . . .. 6. 80 4. 40 2.10 0 0 0 0 0 0 0 0 
$38 . . . . ...• $39 __ _____ 6. 90 4. 60 2. 30 0 0 0 0 0 0 0 0 $39 ___ _____ $40 .. . .... 7. 10 4. 80 2. 50 . 20 0 0 0 0 0 0 0 
$40 .. . ..•.. $4L . ...• 7. 30 5. 00 2. 70 • 40 0 0 0 0 0 0 0 
$4L .. • •.. $42 __ _____ 7. 50 5. 20 2. 90 . 50 0 0 0 0 0 0 0 
$42 . . .. .... $43 . . . .... 7. 70 5. 30 3. 00 . 70 0 0 0 0 0 0 0 
$43 .... . . .. $44 . ...... 7. 80 5. 50 3. 20 .90 0 0 0 0 0 0 0 
$44 . .. .... . . $45. - ----- 8. 00 5. 70 3. 40 1.10 0 0 0 0 0 0 0 
$45 . . . . .... $46 .. .. . .. 8.20 5. 90 3. 60 1. 30 0 0 0 0 0 0 0 
$46 . ...... . $47 ____ ___ 8. 40 6.10 3.80 1.40 0 0 0 0 0 0 0 
$47----- - - - $48 . . . .... 8.60 6. 20 3. 90 1.60 0 0 0 0 0 0 0 $48 . . .. •... $49 .. . . . .. 8. 70 6. 40 4. 10 1. 80 0 0 0 0 0 0 0 
$49 .. . . ---- $50 .. ..... 8. 90 6. 60 4. 30 2. 00 0 0 0 0 0 0 0 
$50 ....... . $51.. ..... 9.10 6. 80 4.50 2. 20 0 0 0 0 0 0 0 
$51.. . ... .. $52 ... .... 9. 30 7.00 4. 70 2. 30 0 0 0 0 0 0 0 
$52 .. . . .... $53 .. . .... 9. 50 7.10 4. 80 2.50 . 20 0 0 0 0 0 0 
$53 .. . . .... $54.. ..... 9. 60 7. 30 5.00 2. 70 . 40 0 0 0 0 0 0 $54 __ ______ $55 .. . .... 9. 80 7. 50 5. 20 2. 90 . 60 0 0 0 0 0 0 
$55 . . . .... . $56 .. ..... 10. 00 7. 70 5. 40 3. 10 . 80 0 0 0 0 0 0 
$56 . . . . . . . . $57 ..... . . 10.20 7. 90 5. 60 3. 20 .90 0 0 0 0 0 0 
$57 ........ $58 . ...... 10.40 8. 00 5. 70 3. 40 1.10 0 0 0 0 0 0 
$58 . ....... $59 . . . .... 10.50 8. 20 5. 90 3.60 1. 30 0 0 0 0 0 0 
$59 .. . ..... $60 . .. .... 10.70 8. 40 6.10 3. 80 1. 50 0 0 0 0 0 0 
$60 . .... •. . $62 . . . . .. . 11.00 8. 70 6. 40 4.10 1. 70 0 0 0 0 0 0 
$62 . . . . . ... $64 .. ..... 11.30 9. 00 6. 70 4. 40 2. 10 0 0 0 0 0 0 
$64.. . ..... $66 .. ..... 11. 70 0. 40 7. 10 4. 80 2. 50 . 20 0 0 0 0 0 
$66 . . . .... . $68 . . . . ... 12. 10 9. 80 7. 40 5. 10 2. 80 . 50 0 0 0 0 0 
$68 ... . . ... $70 .. . .... 12. 40 10. 10 7.80 5. 50 3. 20 . 90 0 0 0 0 0 
$70 . . ...... $72 . . . - - - 12.80 10. 50 8. 20 5. 90 3. 50 1. 20 0 0 0 0 0 
$72 . . . ..•.. $74 . ...... 13.10 10.80 8. 50 6. 20 3. 90 1.60 0 0 0 0 0 
$74.. . ..•.. $76 .. . ... . 13. 50 11.20 8.90 6.60 4. 30 2. 00 0 0 0 0 0 
$76 .... .... $78 ... ... . 13. 90 11.60 9. 20 6. 90 4. 60 2.30 0 0 0 0 0 
$78 . . ....• . $80 . ... . . . 14. 20 11.90 9.60 7. 30 5. 00 2. 70 . 40 0 0 0 0 
$80 . . .. • .•• $82 . . ... .. 14. 60 12.30 10.00 7. 70 5.30 3.00 . 70 0 0 0 0 
$82 . . . . . . • . $84.. ..... 14. 90 12.60 10. 30 8. 00 5. 70 3. 40 1.10 0 0 0 0 
$84.. . .•• •. $86 . ...... 15. 30 13.00 10. 70 8. 40 6. 10 3. 80 1.50 0 0 0 0 
$86 .. . . .... $88 ... . ... 15.70 13. 40 11. 00 8. 70 6.40 4.10 1. 80 0 0 0 0 
$88 •• •• • •• • $90 . ...... 16. 00 13. 70 11. 40 9. 10 6.80 4. 50 2. 20 0 0 0 0 
$00 •....... $92 . .... . . 16.40 14.10 11. 80 9. 50 7. 10 4.80 2. 50 .20 0 0 0 $92 ____ ____ $94 . ...... 16. 70 14.40 12. 10 0. 80 7. 50 5. 20 2. 90 . 60 0 0 0 
$94 ..... . .. $96 . . ... . . 17. 10 14. 80 12. 50 10. 20 7. 90 5. 60 3.30 . 00 0 0 0 
$96 ..... . . . $98 ....... 17.50 15.20 12.80 10. 50 8. 20 5. 90 3. 60 1. 30 0 0 0 $98 ___ __ ___ $100 ... .. . 17. 80 15. 50 13.20 10. 90 8. 60 6. 30 4. 00 1. 70 0 0 0 
$100 . . . .. • . $105 . ..... 18.50 16.10 13. 80 11. 50 9. 20 6. 90 4. 60 2. 30 0 0 0 
$105 ....... $110 . . .... 19. 40 17.00 14. 70 12. 40 10. 10 7. 80 5. 50 3. 20 ' 90 0 0 
$110 . .. . . . . $115 . ..... 20.30 17. 90 15. 60 13. 30 11.00 8. 70 6. 40 4.10 1. 80 0 0 
$115.. . ..• . $120 . . . . . . 21.20 18. 80 16. 50 14. 20 11.90 9. 60 7.30 5. 00 2. 70 . 40 0 
$120 . ... . . . $125 . . . . . . 22. 10 19.70 17. 40 15. 10 12. 80 10. 50 8. 20 5. 90 3. 60 1. 30 0 
$125 .... . . . $130 . ..... 23. 00 20.60 18.30 16. 00 13. 70 11. 40 9. 10 6.80 4. 50 2. 20 0 
$130 .. . . . •• $135 . . . . . . 23.90 21. 50 19.20 16. 90 14. 60 12. 30 10. 00 7. 70 5. 40 3.10 . 80 
$135 . . .. . . . $140 . ..... 24.80 22.40 20.10 17.80 15. 50 13.20 10.90 8. 60 6. 30 4.00 1. 70 
$140 . . ..... $145 ______ 25. 70 23.30 21. 00 18.70 16.40 14.10 11.80 9. 50 7. 20 4. 90 2.60 
$145 .....•. $150 . . . . .. 26.60 24. 20 21. 90 19.60 17.30 15.00 12.70 10. 40 8. 10 5. 80 3. 50 
$150 ....... $160 ...... 27.90 25. 60 23. 30 21.00 18. 70 16.40 14.10 11. 70 9. 40 7. 10 4.80 
$160 ....... $170 . .... . 29. 70 27.40 25.10 22.80 20. 50 18. 20 15. 90 13.50 11. 20 8. 90 6. 60 
$170 . . . .... $180 ...... 31.50 29. 20 26. 90 24. 60 22. 30 20. 00 17.70 15.30 13. 00 10. 70 8. 40 
$180 . ...... $190 ... ... 33.30 31.00 28. 70 26.40 24.10 21. 80 19. 50 17. 10 14. 80 12.50 10. 20 
$190 ... .... $200 ..... . 35. 10 32.80 30. 50 28. 20 25.90 23. 60 21. 30 18. 90 16.60 14. 30 12.00 
18 percent of the excess over $200 plus-
$200 and over __ ____ ___ 36. oo I 33. 70 I 31. 40 I 29. 10 I 26. 80 I 24. 50 I 22. 20 I 19. 80 I 17. 50 I 15. 20 112. 90 
[PUB. L AW 814.] 20 
"If the pay-roll period with respect to an employee is biweekly 
And the wages are- And the number of withholding exemptions claimed is-
But less 0 I 1 I 2 I 3 I 4 I 5 I 6 I 7 I 8 I 9 110 or At leas t than more The amount of tax to be withheld shall be-
18% of $0 $0 $0 $0 $0 $Q __ ______ _ $26 _______ wage!! $0 $0 $0 $0 $0 $26 . . . _____ $28 _______ $4. 90 . 20 0 0 0 0 0 0 0 0 0 $28 ________ $30 _____ __ 5. 20 
.-60 0 0 0 0 0 0 0 0 0 $30 ___ _____ $32 _______ 5. 60 1. 00 0 0 0 0 0 0 0 0 0 $32 ___ ___ __ $34__ _____ 5. 90 1. 30 0 0 0 0 0 0 0 0 0 $34 __ ______ $36 ___ ____ 6.30 1. 70 0 0 0 0 0 0 0 0 0 $36 ___ ____ _ $38 _______ 6. 70 2. 00 0 0 0 0 0 0 0 0 0 $38 ___ _____ $40 _______ 7. 00 2.40 0 0 0 0 0 0 0 0 0 $40 __ _____ _ $42 _______ 7. 40 2. 80 0 0 0 0 0 0 0 0 0 $42 _____ __ _ $44 _______ 7. 70 3. 10 0 0 0 0 0 0 0 0 0 $44.. __ ____ $46 __ _____ 8.10 3. 50 0 0 0 0 0 0 0 0 0 $46 ___ _____ $48 _______ 8. 50 3. 80 0 0 0 0 0 0 0 0 0 $48 ______ __ $50 _______ 8.80 4. 20 0 0 0 0 0 0 0 0 0 $50 ________ $52 __ _____ 9. 20 4.60 0 0 0 0 0 0 0 0 0 $52 ___ __ ___ $54 _______ 9. 50 4.90 .30 0 0 0 0 0 0 0 0 $54 __ __ __ __ $56 _______ 9.90 5.30 . 70 0 0 0 0 0 0 0 0 $56 _____ ___ $58 __ __ ___ 10. 30 5.60 1.00 0 0 0 0 0 0 0 0 $58 _______ _ $60 _______ 10.60 6.00 1.40 0 0 0 0 0 0 0 0 $60 _____ __ _ $62 __ _____ 11.00 6. 40 1. 70 0 0 0 0 0 0 0 0 $62 _____ ___ $64 __ _____ 11.30 6. 70 2. 10 0 0 0 0 0 0 0 0 $64 ___ __ ___ $66 _______ 11.70 7. 10 2. 50 0 0 0 0 0 0 0 0 $66. _______ $68 ___ ____ 12.10 7. 40 2.80 0 0 0 0 0 0 0 0 $68 ________ $70 _____ __ 12.40 7.80 3. 20 0 0 0 0 0 0 0 0 $70 __ __ ___ _ $72 _______ 12.80 8. 20 3. 50 0 0 0 0 0 0 0 0 $72 ___ _____ $74 ______ _ 13.10 8. 50 3. 00 0 0 0 0 0 0 0 0 $74 ________ $76 __ _____ 13. 50 8. 90 4.30 0 0 0 0 0 0 0 0 $76 ______ __ $78. __ ___ _ 13.90 9. 20 4. 60 0 0 0 0 0 0 0 0 $78 ___ __ ___ $80 ___ ____ 14.20 9.60 5.00 .40 0 0 0 0 0 0 0 $80 ________ $82 _______ 14.60 10.00 5.30 . 70 0 0 0 0 0 0 0 $82 ________ $84.. .. ... 14.90 10. 30 5. 70 1. 10 0 0 0 0 0 ' 0 0 
$84.. ..• . • . $86 ______ _ 15.30 10. 70 6.10 1. 50 0 0 0 0 0 0 0 $86 ___ _____ $88 ____ ___ 15.70 11.00 6. 40 1. 80 0 0 0 0 0 0 0 $88 _______ _ $90 ______ _ 16. 00 11.40 6. 80 2. 20 0 0 0 0 0 0 0 $90 ________ $92. ______ 16. 40 11.80 7. 10 2. 50 0 0 0 0 0 0 0 $02 ________ $94 _______ 16. 70 12.10 7. 50 2. 90 0 0 0 0 0 0 0 $94 ___ _____ $96 _______ 17.10 12.50 7. 90 3. 30 0 0 0 0 0 0 0 
$96 .. "----- $98.. .. . .. 17.50 12.80 8. 20 3. 60 0 0 0 0 0 0 0 $98 ________ $100---- - - 17.80 13.20 8. 60 4. 00 0 0 0 0 0 0 0 $100 _______ $102 ______ 18.20 13.60 8.90 4.30 0 0 0 0 0 0 0 $102 _____ __ $104 ______ 18. 50 13.90 9.30 4. 70 . 10 0 0 0 0 0 0 $104 ____ __ _ $106 ______ 18.90 14.30 9. 70 5. 10 .40 0 0 0 0 0 0 $10G ____ ___ $108~--- -- 19.30 14.60 10.00 5. 40 .80 0 0 0 0 0 0 $108 ____ ___ $110 .. . . .. 19.60 15.00 10.40 5.80 1. 20 0 0 0 0 0 0 $110 _____ __ $112 .. . . . . 20.00 15. 40 10. 70 6.10 1. 50 0 0 0 0 0 0 
$112.. ..... $114, ___ __ 20.30 15. 70 11. 10 6. 50 1. 90 0 0 0 0 0 0 $114 _______ $116 .. .. . . 20.70 16.10 11.50 6. 00 2. 20 0 0 0 0 0 0 
$116 ...• ... $118 ...... 21. 10 16.40 11. 80 7. 20 2. GO 0 0 0 0 0 0 $118 __ ____ _ $120 .... . . 21.40 16. 80 12.20 7.60 3. 00 0 0 0 0 0 0 $120 __ _____ $124 __ ____ 22.00 17.30 12. 70 8.10 3. 50 0 0 0 0 0 0 
$124.. •... . $128 .... . . 22.70 18. 10 13. 40 8. 80 4. 20 0 0 0 0 0 0 $128 __ __ ___ $132 __ ___ _ 23. 40 18.80 14. 20 9. 60 4. 90 . 30 0 0 0 0 0 $132 _______ $136 ...... 24. 10 19.50 14.90 10.30 5. 70 1. 00 0 0 0 0 0 $136__ ____ _ $140 . . . ... 24. 80 20. 20 15.60 11.00 6. 40 1. 80 0 0 0 0 0 
$140 . . ... . . $144 ___ ___ 25. 60 20.90 16.30 11. 70 7. 10 2. 50 0 0 0 0 0 
$144. --- - -- $148 __ ___ _ 26.30 21.70 17.00 12.40 7.80 3. 20 0 0 0 0 0 
$148 . . ...•. $152 ______ 27.00 22.40 17.80 13.20 8. 50 3. 90 0 0 0 0 0 $152 _______ $156 __ ____ 27.70 23.10 18.50 13. 90 9. 30 4.60 0 0 · 0 0 0 
$156 . . . .... $160 ...... 28.40 23.80 19. 20 14. 60 10.00 5. 40 . 70 0 0 0 0 
$160---- --- $164 ______ 29.20 24. 50 19.90 15.30 10.70 6. 10 1. 50 0 0 0 0 $164 ____ __ _ $168 ____ __ 29. 90 25.30 20.60 16.00 11. 40 6.80 2. 20 0 0 0 0 
$168 ...... . $172 ____ __ 30.60 26. 00 21.40 16. 80 12.10 7. 50 2. 90 0 0 0 0 $172 _______ $176 ...... 31. 30 26.70 22.10 17. 50 12.90 8. 20 3.60 0 0 0 0 $176 __ _____ $180 . .. ... 32.00 27. 40 22.80 18.20 13.60 9. 00 4. 30 0 0 0 0 
$180 . . .. . . . $184 . . .. -- 32. 80 28. 10 23. 50 18.90 14. 30 9. 70 5. 10 . 50 0 0 0 
$184.. . . .• . $188 __ ____ 33. 50 28.90 24.20 10.60 15.00 10. 40 5. 80 1. 20 0 0 0 $188 ____ ___ $192 ______ 34.20 29.60 25.00 20.40 15.70 11.10 . 6. 50 1. 90 0 0 0 $192 ____ ___ $196 ______ 34.90 30.30 25. 70 21.10 16.50 11.80 7. 20 2. GO 0 0 0 
$196__ _____ $200 . . .. . . 35.60 31.00 26.40 21.80 17.20 12. GO 7. 90 3.30 0 0 0 $200 ___ ____ $210 __ ____ 36.90 32.30 27. 70 23.10 18.40 13. 80 9. 20 4.60 0 0 0 
$210 .... . .. $220 _____ _ 38. 70 34.10 29.50 24.00 20.20 15. 60 11. 00 6. 40 1. 80 0 0 $220 ____ __ _ $230 __ ___ _ 40.50 35.90 31. 30 26. 70 22. 00 17. 40 12.80 8. 20 3. 60 0 0 
$230 . .... .. $240 ______ 42.30 37. 70 33." 10 28. 50 23.80 19. 20 14.60 10.00 5.40 . 80 0 $240 ______ _ $250 ______ 44.10 39.50 34.00 30.30 25.60 21.00 16.40 11.80 7. 20 2.60 0 $250 ____ ___ $260 . . . ... 45.90 41. 30 36. 70 32. 10 27.40 22.80 18.20 13. 60 9.00 4.40 0 $260 _____ __ $270 ...... 47.70 43.10 38.50 33.90 29.20 24.60 20.00 15.40 10.80 6. 20 1. (\0 $270. ___ ___ $280 .. __ __ 49. 50 44.90 40.30 35.70 31.00 26.40 21.80 17.20 12.60 8. 00 3. 30 $280 ______ _ $290 .. .... 51.30 46.70 42.10 37.50 32.80 28.20 23. 60 19.00 14.40 9. 80 5.10 $290 ___ ___ _ $300 __ __ __ 53. 10 48.50 43.90 39.30 34. 60 30.00 25.40 20.80 16.20 11. 60 6. 90 $300 ___ ___ _ $320 ...... 55. 80 51.20 46.60 42.00 37. 30 32.70 28. 10 23.50 18. 90 14.30 9.60 $320 _______ $34Q __ ___ _ 59.40 54.80 50.20 45.60 40.90 36.30 31.70 .27.10 22.50 17. 90 13. 20 $34Q _______ $360 ______ 63.00 58.40 53.80 49. 20 44. 50 39.90 35.30 30.70 26. 10 21.50 16.80 $360 ___ __ __ $380 ______ 66.60 62.00 57.40 52. 80 48.10 43.50 38.90 34. 30 29.70 25. 10 20.40 $380 _______ $400 ______ 70.20 65.60 61.00 56. 40 51.70 47.10 42.50 37. 90 33.30 28.70 24. 00 
18 percent of the excess over $400 plus-
$400 and· over,:· _______ 12. oo 1 67.40 1 62. so I 58. 20 I 53. 50 I 48.90 I 44.30 I 39.70 I 35. 10 I 30.50 125.80 
21 [PUB. LAW 814.] 
"If the pay-roll period with respect to an employee is semimonthly 
And the wages are- And the number of withholding exemptions claimed is 
0 I 1 I 2 I 3 I 4 I 5 I 6 I 7 I 8 I 9 110 or Atleast But less more than The amount of lax to be withheld s hall be-
$0_. ___ ___ _ $28 . ...... 18% of $0 $0 $0 $0 $0 Wl\l:'eB $0 $0 $0 $0 $0 
$28 . . . . ---- $30 _______ $5.20 . 20 0 0 0 0 0 0 0 0 0 $30. ___ ____ $32 _______ 5. 60 
.60 0 0 0 0 0 0 0 0 0 $32 __ __ __ __ $34 _____ __ 5. 90 
. 90 0 0 0 0 0 0 0 0 0 
$34 . ... .... $36 ___ ____ 6. 30 1. 30 0 0 0 0 0 0 0 0 0 $3G ____ ____ $38 ______ _ 6. 70 1. 70 0 0 0 0 0 0 0 0 0 $38 ____ ____ $40 ____ ___ 7.00 2.60 0 0 0 0 0 0 0 0 0 $40 ____ ____ $42 _______ 7. 40 2. 40 0 0 0 0 0 0 0 0 0 $42 __ ______ $44.. ..... 7. 70 2. 70 0 0 0 0 0 0 0 0 0 $44__ ______ $45.------ 8.10 3.10 0 0 0 0 0 0 0 0 0 $46 ________ $48.------ 8. 50 3. 50 0 0 0 0 0 0 0 0 0 
$48 . . . . ---- $50 ___ ___ _ 8.80 3. 80 0 0 0 0 0 0 0 0 0 $50 __ __ ____ $52 _______ 9. 20 4. 20 0 0 0 0 0 0 0 0 0 $52 ________ $54 ______ _ 9. 50 4.50 0 0 0 0 0 0 0 0 0 $54 ______ __ $56 ______ _ 9. 90 4. 00 0 0 0 0 0 0 0 0 0 $56 ___ ___ __ $56.------ 10.30 5. 30 . 30 0 0 0 0 0 0 0 0 $58__ ______ $60 ______ _ 10.60 5. 60 . 60 0 0 0 0 0 0 0 0 $60 _____ ___ $62.- ----- 11.00 6.00 1.00 0 0 0 0 0 0 0 0 $62 _______ _ $64 _______ 11.30 6. 30 1. 30 0 0 0 0 0 0 0 0 $64 _______ _ $66 ___ ____ 11.70 6. 70 1. 70 0 0 0 0 0 0 0 0 $66 __ ______ $68 ______ _ 12.10 7.10 2.10 0 0 0 0 0 0 0 0 $68 ... __ ___ $70 ______ _ 12.40 7.40 2.40 0 0 0 0 0 0 0 0 $70 ____ ____ $72 _______ 12. 80 7.80 2. 80 0 0 0 0 0 0 0 0 
$72 .... . . - - $74 ____ __ _ 13. 10 8. 10 3.10 0 0 0 0 0 0 0 0 $74 ____ ____ $76 ____ ___ 13.50 8. 50 3. 50 0 0 0 0 0 0 0 0 $76 _______ _ $78 __ _____ 13. 90 8. 00 3. 90 0 0 0 0 0 0 0 0 
$78------- - $80 _______ 14.20 9. 20 4.20 0 0 0 0 0 0 0 0 
$80------ -- $82 ___ ___ _ 14.60 9.60 4.60 0 0 0 0 0 0 0 0 $82 _______ _ $84 _______ 14.90 9. 90 4. 90 0 0 0 0 0 0 0 0 $84 _____ __ _ $86 _______ 15. 30 10. 30 5.30 .30 0 0 0 0 0 0 0 $86 __ ___ ___ $88 _______ 15. 70 10.70 5. 70 • 70 0 0 0 0 0 0 0 $88 ______ __ $00 __ ___ __ 16.00 11. 00 6.00 1. 00 0 0 0 0 0 0 0 $00 __ _____ _ $92 ___ __ __ 16.40 11.40 6.40 1. 40 0 0 0 0 0 0 0 $92 ______ __ $94 ____ ___ 16.70 11.70 6. 70 1. 70 0 0 0 0 0 0 0 $94__ ____ __ $96 _______ 17.10 12.10 7.10 2. 10 0 0 0 0 0 0 0 $06 _______ _ $98__ _____ 17.50 12. 50 7. 50 2. 50 0 0 0 0 0 0 0 $98 ________ $100 ______ 17.80 12.80 7. 80 2.80 0 0 0 0 0 0 0 $100 _______ $102---- -- 18.20 13.20 8. 20 3. 20 0 0 0 0 0 0 0 $102._ _____ $104 ______ 1R./i0 13.50 8. 50 3 . .10 0 0 0 0 0 0 0 $104__ _____ $106 ______ 18. 90 13.90 8. 90 3. 00 0 0 0 0 0 0 0 $106 _____ __ $108 __ ___ _ 19.30 14. 30 9. 30 4.80 0 0 · o 0 0 0 0 $108 ____ __ _ $110__ ____ 10.60 14.60 9. 60 4. 60 0 0 0 0 0 0 0 $110 _____ __ $112. _____ 20.00 15.00 10.00 5.00 0 0 0 0 0 0 0 
$112 .. . ---- $114 .... . . 20. 30 15. 30' 10.30 5. 30 . 30 0 0 0 0 0 0 $114__ __ ___ $116 ...... 20.70 15. 70 10.70 5. 70 . 70 0 0 0 0 0 0 
$116.. •... . $118 __ ___ _ 21.10 16. 10 11.10 6.10 1.10 0 0 0 0 0 0 
$118...- -- - $120 _____ _ 21.40 16.40 11.40 6.40 1. 40 0 0 0 0 0 0 $120 _______ $124 __ __ __ 22.00 17.00 12.00 7. 00 2. 00 0 0 0 0 0 0 $124__ _____ $128 ______ 22.70 17.70 12.70 7. 70 2. 70 0 0 0 0 0 0 $128 _____ __ $132 .. .... 23.40 18.40 13.40 8. 40 3. 40 0 0 0 0 0 0 $132 ____ __ _ $136 _____ _ 24.10 19.10 14.10 0.10 4.10 0 0 0 0 0 0 $136 ____ ___ $140 ______ 24. 80 19.80 14.80 9.80 4. 80 0 0 0 0 0 0 $140. ___ ___ $144__ ___ _ 25. 60 20.60 15.60 10.60 5.60 .60 0 0 0 0 0 $144 ____ __ _ $148 _____ _ 26.30 21.30 16.30 11.30 6.30 1. 30 0 0 0 0 0 
$148.------ $152 ______ 27.00 22.00 17.00 12. 00 7.00 2.00 0 0 0 0 0 $152 ____ ___ $156 _____ _ 27.70 22.70 17.70 12.70 7. 70 2. 70 0 0 0 0 0 $156 .. ____ _ $160 ___ ___ 28.40 23.40 18.40 13.40 8.40 3. 40 0 0 0 0 0 $160 ____ __ _ $164 ______ 29.20 24.20 19.20 14.20 9. 20 4. 20 0 0 0 0 0 $164__ ____ _ $168. _____ 29. 00 24.90 19. 90 14.90 9. 00 4.90 0 0 0 0 0 $168 _______ $172. ____ _ 30.60 25.60 20.60 15.60 10.60 5. 60 . 60 0 0 0 0 $172 ___ ___ _ $176 ______ 
'31. 30 26.30 21.30 16. 30 11.30 6.30 1.30 0 0 0 0 $176 _______ $180 _____ _ 32. 00 27.00 22.00 17.00 12. 00 7. 00 2. 00 0 0 0 0 $180 _______ $184 ______ 32. 80 27.80 22. 80 17.80 12. 80 7. 80 2. 80 0 0 0 0 $184 ___ ___ _ $188.. ____ 33.50 28.50 23.50 18.50 13. 50 8. 50 3. 50 0 0 0 0 $188 _______ $192 ____ __ 34.20 29. 20 24.20 19. 20 14.20 9.20 4. 20 0 0 0 0 $192 _______ $106 __ ____ 34. 90 29. 90 24. 90 19. 90 14.90 9. 90 4. 90 0 0 0 0 $196 __ __ ___ $200. ____ _ 35.60 30.60 25.60 20.60 15.60 10.60 5. 60 .60 0 0 0 $200 _______ $210 __ ____ 36.90 31.90 26.90 ;n.oo 16.90 11.90 6. 90 1. 90 0 0 0 $210_. ___ __ $220 ______ 38.70 33.70 28. 70 23.70 18.70 13. 70 8: 70 3. 70 0 0 0 $220 ___ ___ _ $230 ____ __ 40.50 35.50 30.50 25.50 20.50 15. 50 10. 50 5. 50 . 50 0 0 $230 ___ ___ _ $240 ____ __ 42.30 37.30 32.30 27.30 22.30 17. 30 12.30 7.30 2. 30 0 0 $240 _____ __ $250 ____ __ 44. 10 39.10 34.10 29. 10 24.10 19. 10 14.10 9. 10 4. 10 0 0 $250 _______ $260 ______ 45. 00 40.90 35.00 30. 90 25.90 20.90 15.90 10.90 5. 90 . 90 0 $260 ___ __ __ $270 ______ 47. 70 42.70 37.70 32.70 27.70 22.70 17.70 12. 70 7. 70 2. 70 0 $270 __ _____ $280 ____ __ 49.50 44.50 39.50 34.50 29.50 24.50 19.50 14. 50 9.50 4. 50 0 $280 _____ __ $290 ___ ___ 51.30 46.30 41.30 36.30 31.30 26.30 21.30 16. 30 11.30 6. 30 1. 30 $290 _______ $300__ ____ 53. 10 48.10 43. 10 38. 10 33.10 28.10 23. 10 18.10 13. 10 8.10 3.10 $300 ______ _ $320 ______ 55.80 50.80 45.80 40. 80 35.80 30.80 25.80 20. 80. 15. 80 10.80 5.80 $320 ___ __ __ $340 ______ 59.40 54.40 49.40 44.40 39.40 34.40 29.40 24. 40 19.40 14.40 9.40 $340 ___ ____ $360 ______ 63.00 58.00 63.00 48.00 43.00 38.00 33. 00 28.00 23.00 18. 00 13. 00 $360 _______ $380 ..... : 66.60 61.60 56.60 51.60 46.60 41.60 36.60 31.60 26.60 21.60 16.60 $380 _______ $400 ____ __ 70.20 65.20 60.20 55. 20 50.20 45.20 40. 20 35. 20 30.20 25.20 20.20 $400 ______ _ $420 ______ 73.80 68.80 63.80 58.80 53.80 48. 80 43.80 38. 80 33.80 28.80 23.80 $420 _______ $440 __ ____ 77.40 72.40 67.40 62.40 57.40 52.40 47.40 42.40 37.40 32. 40 27.40 $440 _______ $460 ______ 81.00 76. 00 71.00 66.00 61.00 56.00 51.00 46.00 41.00 36.00 31.00 $460 ____ ___ $480 __ ____ 84.60 79. 60 74.60 69.60 64.60 59. 60 54.60 49.60 44.60 39.60 34. 60 $480. ____ __ $500 __ ____ 88.20 83.20 78.20 73. 20 68.20 63. '20 5R. 20 53. 20 48.20 43. 20 38. 20 
18 porcrnt of tte excess over $500 plns-
$500 and over _________ 90. oo I 85. oo I so. oo 1 75. oo I ;o:oo I 6-5. uo I eo. oo I 55. oo I 50. OO::i 45. 00 140. 00 
[PUB. LAW 814.] 22 
"If the pay-roll period with respect to an employee is monthly 
And the wages are- And the number of withholding exemptions claimed is 
0 I 1 I 2 I 3 I 4 I 5 I 6 I 7 I 8 I 9 110 or But less more At least than The amount of tax to be withheld shall be-
$56 __ ____ _ 18%:~f $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 _____ ____ wngc 9 $56 ________ $60 ___ __ __ $10. 40 
. 40 0 0 0 0 0 0 0 0 0 $60 ________ $64 ___ __ __ 11.20 1. 20 0 0 0 0 0 0 0 0 0 $64 ___ __ ___ $68 ____ __ _ 11. 90 1. 90 0 0 0 0 0 0 0 0 0 $68 ____ ____ $72 ____ ___ 12. 60 2. 60 0 0 0 0 0 0 0 0 0 $72 ________ $76 _______ 13. 30 3. 30 0 0 0 0 0 0 0 0 0 $76 _____ ___ $80 ____ __ _ 14. 00 4. 00 0 0 0 0 0 0 0 0 0 $80 ________ $84 ____ ___ 14. 80 4. 80 0 0 0 0 0 0 0 0 0 $84 ____ ____ $88 _______ 15. 50 5. 50 0 0 0 0 0 0 0 0 0 $88 ________ $92 _______ 16. 20 6. 20 0 0 0 0 0 0 0 0 0 $92 ________ $96 __ _____ 16. 90 6. 90 0 0 0 0 0 0 0 0 0 $96 __ ______ $100 _____ _ 17. 60 7. 60 0 0 0 0 0 0 0 0 0 $100 __ _____ $104 ___ __ _ 18.40 8. 40 0 0 0 0 0 0 0 0 0 $104 _____ __ $108 ______ 19. 10 9.10 0 0 0 0 0 0 0 0 0 $108 __ _____ $112 ___ ___ 19. 80 9. 80 0 0 0 0 0 0 0 0 0 $112 ___ ___ _ $116 ______ 20.50 10. 50 . 50 0 0 0 0 0 0 0 0 $116 _______ $120 ______ 21.20 11.20 1. 20 0 0 0 0 0 0 0 0 $120 ____ ___ $124__ ____ 22.00 12.00 2. 00 0 0 0 0 0 0 0 0 $124 _______ $128 ____ __ 22. 70 12.70 2. 70 0 0 0 0 0 0 0 0 $128 __ _____ $132 ______ 23.40 13. 40 3. 40 0 0 0 0 0 0 0 0 $132 _______ $136 __ ____ 24. 10 14. 10 4. 10 0 0 0 0 0 0 0 0 $136 ____ ___ $140 ______ 24. E: O 14. f O 4. 80 0 0 0 0 0 0 0 0 $140 _______ $144 __ ____ 25.60 15.60 5. 60 0 0 0 0 0 0 0 0 $144_ ______ $148 ___ ___ 26.30 16.30 6. 30 0 0 0 0 0 0 0 0 $148 ___ "-- - $152 ______ 27.00 17.00 7. 00 0 0 0 0 0 0 0 0 $152 __ _____ $156 _____ _ 27.70 17. 70 7. 70 0 0 0 0 0 0 0 0 $156 __ _____ $160 ______ 28. 40 !8. 40 8. 40 0 0 0 0 0 0 0 0 $160 ___ ____ $164 __ ____ 29.20 19. 20 9. 20 0 0 0 0 0 0 0 0 $164 ____ ___ $168 ______ 29.90 19.90 9. 90 0 0 0 0 0 0 0 0 $168 ___ ____ $172 ____ __ 30. GO 20. 60 10.60 . 60 0 0 0 0 0 0 0 $172 ____ __ _ $176 ______ 31.30 21. 30 11. 30 1. 30 0 0 0 0 0 0 0 $176 _______ $180 _____ _ 32.00 22.00 12. 00 2. 00 0 0 0 0 0 0 0 $180 _______ $184 ____ __ 32.80 22.80 12. EO 2. 80 0 0 0 0 0 0 0 $184 _______ $188 __ ____ 33.50 23. 50 13. 50 3. 50 0 0 0 0 0 0 0 $188 _______ $192 __ __ __ 34.20 24. 20 14. 20 4. 20 0 0 0 0 0 0 0 $192 ______ _ $196 ______ 34. 90 24. 90 14.90 4. 90 0 0 0 0 0 0 0 $196 ______ _ $200 ___ ___ 35.60 25. 60 15.60 5. 60 0 0 0 0 0 0 0 $200 ____ ___ $204 ______ 36.40 26. 40 16.40 6. 40 0 0 0 0 0 0 0 $204 ______ _ $208 __ ___ _ 37. 10 27. 10 17.10 7.10 0 0 0 0 0 0 0 $208 _______ $212 ______ 37. 80 27. EO 17. so 
.. 
7. 80 0 0 0 0 0 0 0 $212 _____ __ $216 ______ 38. 50 28. 50 18. 50 8. 50 0 0 0 0 0 0 0 $216 __ _____ $220 __ ____ 39.20 29.20 10.20 9. 20 0 0 0 0 0 0 0 $220 _______ $224 ___ ___ 40. 00 30. 00 20.00 10.00 0 0 0 0 0 0 0 $224 ____ ___ $228 ______ 40.70 30. 70 20. 70 10.70 . 70 0 0 0 0 0 0 $228 __ _____ $232 ____ __ 41.40 31.40 21.40 11. 40 1.40 0 0 0 0 0 0 $232 _______ $236 ______ 42.10 32.10 22.10 12. 10 2. 10 0 0 0 0 0 0 $23G __ _____ $240 __ ____ 42.80 32. 80 22.80 12. 80 2. 80 0 0 0 0 0 0 $240 ___ ____ $248 __ ____ 43.90 33.90 2J. 90 13. DO 3. 90 0 0 0 0 0 0 $248 _______ $256 __ ____ 45.40 35.40 25. 40 . 15.40 5. 40 0 0 0 0 0 0 $256 ___ ___ _ $264 ______ 46.80 36.80 26. 80 16.80 6. 80 0 0 0 0 0 0 $264 _______ $272 ______ 48. 20 38. 20 28.20 18. 20 8. 20 0 0 0 0 0 0 $272 __ ____ _ $280 ____ __ 49. 70 39. 70 29. 70 19. 70 9. 70 0 0 0 0 0 0 $280 ____ ___ $288 __ ____ 51. 10 41.10 31.10 21. 10 11. 10 1.10 0 0 0 0 0 $288 ____ __ _ $296 ______ 52. 60 42. 60 32. 60 22. 60 12. GO 2. 60 0 0 0 0 0 $296 ___ ___ _ $304 __ ____ 54.00 44.00 34.00 24.00 14.00 4. 00 0 0 0 0 0 
$~04 ___ ____ $312 ______ 55.40 45.40 35. 40 25. 40 15. 40 5. 40 0 0 0 0 0 $312 _______ $820 ______ 56.90 46. 90 36.90 26.90 16. 90 6. 90 0 0 0 0 0 $320 _______ $328 __ ____ 58. 30 48.30 38. 30 28.30 18.30 8. 30 0 0 0 0 0 $828 __ _____ $336 ______ 59.80 49.80 39.80 29.80 19. 80 9. 80 0 0 0 0 0 $336 ____ ___ $344 ____ __ Gl. 20 51. 20 41.20 31.20 21.20 11. 20 I. 20 0 0 0 G $344 __ __ ___ $352 ____ __ 62. GO 52. 60 42. GO 32. 60 22. 60 12. 60 2. GO 0 0 0 0 $352 _______ $360 __ ____ 64. 10 54. 10 44. 10 34.10 24. 10 14. 10 4.10 0 0 0 0 $360 ___ ____ $368 ______ 65. 50 55. 50 45. 50 35. 50 25. 50 15.50 5. 50 0 0 0 0 $368 ___ ____ $376 __ ____ 67. 00 57.00 47.00 37.00 27.00 17.00 7. co 0 0 0 0 $376 _______ $884 ___ ___ 68.40 58.40 48.40 38.40 28.40 18. 4.0 8. 40 0 0 0 0 $384 ___ ____ $392 ___ ___ 69.80 59. 80 49. 80 39. 80 29. 80 19. 80 9. 80 0 0 0 0 $392 __ _____ $400 ______ 71.30 61.30 51.30 41. 30 31. 30 21.30 11. 30 1. 30 0 0 0 $400 ____ ___ $420 __ ____ 73.80 63.80 53. 80 43.80 33. ~0 23. 80 13.80 3. 80 0 0 0 $420 _______ $440 ______ 77.40 67. 40 57.40 47. 40 37.40 27.40 17. 40 7. 40 0 0 0 $440 ____ ___ $460 __ ___ _ 81.00 71. 00. 61.00 51.00 41.00 31.00 21.00 II. 00 1.00 0 0 $460 _______ $480 ______ 84.60 74.60 64.60 54. 60 44. 60 34. 60 24. 60 14. 60 4. 60 0 0 $480 _____ __ $500 __ ___ _ ~8. 20 78.20 GS. 20 58.20 48. 20 38. 20 28. 20 18. 2G 8. 20 0 0 $500__ _____ $520 ____ __ 91.80 81.80 71.80 61.80 51.80 41.80 31.80 21.80 11.80 1. 80 0 $520 _____ _ , $540 ___ ___ 95.40 85. 40 75.40 65. 40 55.40 45.40 35.40 25.40 15. 40 5. 40 0 $540 ___ __ __ $5fi0 ______ 99. 00 89.00 79.00 69.00 59.00 49. 00 39. 00 29.00 19. 00 9. 00 0 $560 ___ ____ $580 _____ _ 102. 60 92.60 82.60 72.60 62. 60 52. 60 42.60 32.60 22. 60 12. 60 2. 60 $580 _______ $600 __ __ __ 106. 20 96. 20 86.20 76.20 66. 20 56. 20 46. 20 36. 20 26. 20 16. 20 6. 20 $600 ______ _ $fyl0 ______ 111. GO 101. 60 91. 60 81. GO 71. GO 61.60 fil. 60 41.60 ·31. 60 21.60 11. 60 $640 ___ ____ $680 ___ ___ 118. 80 108. 80 98.80 88.80 78.80 68.80 58.80 48. 80 38.80 23. 80 18. 80 $680 __ _____ $720 ___ ___ 126. 00 116. 00 106. 00 95. 00 86.00 76. 00 66. 00 56.00 46. 00 36.00 26.00 $720 ____ __ _ $760 ______ 133. 20 123. 20 113. 20 103. 20 93.20 83.20 73.20 63.20 53. 20 43. 2f) 33.20 $760 _______ $800 ___ ___ 140. 40 130. 40 120.40 110. 40 100.40 90.40 80.40 70. 40 60.40 50. 40 40.40 ;;,soo _______ $840 ___ ___ 147. 60 137. 60 127. 60 117.60 107. 60 97. 60 87. 60 77.60 67. GO 57. 60 47.60 $840 ___ ___ _ $880 ____ ·__ 154.80 144. 80 134. 80 124. 80 114.80 104. so 94. 80 84. 80 74. 80 64.80 54.80 $880 . __ __ : _ $920 ______ 162. 00 152. 00 142.00 132. 00 122. 00 112.00 102. 00 92. 00 82.00 72.00 62.00 $020 ___ ____ $960 ______ 169. 20 159. 20 149.20 130. 20 129. 20 119. 20 109. 20 99.20 89.20 79. 20 69.20 $950 _______ $1,000_ - -- 176. 40 166. 40 156. 40 146. 40 136. 40 126. 40 116. 40 106. 40 9G. 40 86.40 76 . 40 
18 percent of the excess over $1,000 plus-
$1,000 and over __ _____ 180.00 1170.00 1160.00 1150.00 1140.00 1130.00 1120. 00 1110.00 1100.00 I 90.00 180. 00 
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"If the pay-roll per iod with respect to au employee is a daily. pay-roll period 
or a miscellaneous pay-r oll period 
And the wages d i- And the nUmber of withholding exemptions claimed is-
vided by the num-
ber of days in such I I I I I I I I I 1 10 or period are- 0 1 2 3 4 5 6 7 8 9 more 
At least But less T he amount of tax to be withheld shall be t he following amount multiplied than by the number of days in such period-
$0 ________ _ $2.00 _____ 18% of $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 WB~ell $2.00 ______ $2.25 _____ $0. 40 .05 0 0 0 0 0 0 0 0 0 $2.25 ______ $2.50 __ ___ 
.45 . 10 0 0 0 0 0 0 0 0 0 $2.50 ______ $2.75 _____ 
.45 .15 0 0 0 0 0 0 0 0 0 $2.75 ______ $3.00.---- . 50 . 20 0 0 0 0 0 0 0 0 0 $3.00 __ ____ $3 .25 _____ 
• 55 • 25 0 0 0 0 0 0 0 0 0 $3.25 ___ __ _ $3.50.- - -- .60 .30 0 0 0 0 0 0 0 0 0 $3 .50 ______ $3 .75 .. - - - .65 • 30 0 0 0 0 0 0 0 0 0 $3 .75 ____ __ $4 .00 _____ 
• 70 . 35 .05 0 0 0 0 0 0 0 0 $4 .00 ______ $4.25.---- • 75 . 40 .10 0 0 0 0 0 0 0 0 $4.25 ______ $4.1i0. ---- .80 . 45 .15 0 0 0 0 0 0 0 0 $4 .50 _____ _ $4.75 _____ 
.85 . 50 . 15 0 0 0 0 0 0 0 0 $4.75 _____ _ $5.00 __ ___ 
• 90 . 55 . 20 0 0 0 0 0 0 0 0 $5.00 _____ _ $5.25 _____ 
. 90 . 60 .25 0 0 0 0 0 0 0 0 $5.25 ______ $5.50 _____ 
. 95 .65 .30 0 0 0 0 0 0 0 0 $5.50 ______ $5.75 __ ___ 1. 00 . 70 .35 . 05 0 0 0 0 0 0 0 $5 .75 ______ $0.00 ____ _ 1. 05 . 75 . 40 .05 0 0 0 0 0 0 0 $6.00 ___ ___ $6.25.- --- 1.10 . 75 . 45 .10 0 0 0 0 0 0 0 $6.25 ______ $6.50 ____ _ 1.15 .80 .50 .15 0 0 0 0 0 • 0 . 0 $6.50 ____ __ $6.75.--- - 1. 20 . 85 • 55 . 20 0 0 0 0 0 0 0 $6 .75 ______ $7.00 •• .. . 1. 25 . 90 . 60 .25 0 0 0 0 0 0 0 $7.00 ______ $7.25 . . ___ 1. 30 . 95 . 60 .30 0 0 0 0 0 0 0 $7.25 ___ ___ $7.50 .•.. . 1.35 1. 00 .65 .35 0 0 0 0 0 0 0 $7.50_ . ____ $7.75 _____ 1.35 1. 05 . 70 . 40 . 05 0 0 0 0 0 0 $7 .75 ______ $8.00 .. ___ 1. 40 1.10 . 75 .45 . 10 0 0 0 0 0 8 $8.00 ______ $8.25 _____ 1. 45 1.15 .80 .50 .15 0 0 0 0 0 $8 .25 ____ __ $8 .50 _____ 1. 50 1. 20 . 85 . 50 . 20 0 0 0 0 0 0 $8 .50 ______ $8.75 ____ _ 1. 55 1. 20 • 90 • 55 . 25 0 0 0 0 0 0 $8.75 ______ $9.00 ___ __ 1. GO 1. 25 . 95 .60 . 30 0 0 0 0 0 0 $9.00 ______ $9.25 ____ _ 1. 65 1.30 1. 00 .05 • 35 0 0 0 0 0 0 $9.25 ___ ___ $9.50 _____ 1. 70 1. 35 1. 05 . 70 .35 .05 0 0 0 0 0 $9.50 ______ ' $9.75 __ ___ 1. 75 1. 40 1. 05 . 75 .40 .10 0 0 0 0 0 $9.75 ______ $10.00 ____ 1. 80 1. 45 1.10 .80 .45 . 15 0 0 0 0 0 $10.00 _____ $10.50 ____ 1. 85 1. 50 1. 20 .85 .55 .20 0 0 0 0 0 $10.50 _____ $11.00 .... 1. 95 1.60 1. 30 • 95 .60 .30 0 0 0 0 0 $11 .00 ___ __ $11.50 ____ 2.05 1. 70 1. 35 1. 05 . 70 . 40 .05 0 0 0 0 $11.50 _____ $12.00 ____ 2.10 1. 80 1. 45 1.15 . 80 .45 . 15 0 0 0 0 $12.00 _____ $12.50 . .•. 2. 20 1.90 1. 55 1. 20 . 90 .55 . 25 0 0 0 0 $12.50 ____ _ $13.00 ..•• 2. 30 1. 95 1. 65 1. 30 1. 00 .05 .30 0 0 0 0 $13.00 _____ $13.50 ____ 2.40 2.05 1. 75 1. 40 1.05 . 75 . 40 .10 0 0 0 $13.50 _____ $14.00 __ __ 2. 50 2.15 1. 80 1. 50 1.15 . 85 . 50 .15 0 0 0 $14.00 _____ $14.50 ___ _ 2. 55 2. 25 1. 90 1.60 1. 25 • 90 • 60 .25 0 0 0 $14.50 _____ $15.00.--- 2.65 2.35 2. 00 1. 65 1.35 1.00 • 70 .35 0 0 0 $15.00 __ ___ $15.50.--- 2. 75 2.40 2.10 1. 75 1. 45 1.10 • 75 • 45 .10 0 0 $15.50 ____ _ $16.00 . .. . 2.85 2.50 2. 20 1.85 1. 50 1. 20 .85 • 55 .20 0 0 $10.00 ____ _ $16.50 ____ 2.95 2. 60 2. 25 1. 95 1. 60 1. 30 . 95 .60 .30 0 0 $16.50 ___ __ $17.00 . --- 3.00 2. 70 2.35 2.05 1. 70 1.35 1. 05 . 70 .40 .05 0 
$17.00 ..... $17.50.--- 3.10 2. 80 2.45 2.10 1. 80 1.45 1. 15 .80 . 45 .15 0 $17.50 ___ __ $18.00 .• .. 3. 20 2.85 2. 55 2. 20 1. 90 1. 55 1. 20 . 90 • 55 • 25 0 $18.00 .. ___ $18.50 ____ 3. 30 2. 95 2. 65 2. 30 1. 95 1.65 1. 30 1. 00 . 65 . 35 0 $18.50 __ ___ $19.00 ____ 3. 40 3. 05 2. 70 2.40 2.05 1. 75 1.40 1. 05 . 75 . 40 . 10 $19.00 _____ $19.50.--- 3. 45 3.15 2. 80 2. 50 2. 15 1. 80 1. 50 1.15 . 85 . 50 . 20 $19.50 _____ $20.00.--- 3. 55 3. 25 2. 90 2. 55 2. 25 1. 90 1. 60 1.25 . 90 . 60 . 25 $20.00 __ ___ $21.00 •... 3. 70 3.35 3.05 2. 70 2. 35 2.05 1. 70 1. 40 1.05 . 75 . 40 $21.00. ____ $22.00 ____ 3.85 3. 55 3.20 2. 90 2. 55 2. 25 1. 90 1. 55 1. 25 . 90 . 60 $22.00 _____ $23 .00 ..•. 4. 05 3. 70 3. 40 3.05 2. 75 2.40 2.10 1. 75 1. 40 1.10 . 75 $23.00. ____ $24.00 . ... 4. 25 3. 90 3. 55 3. 25 2. 90 2.60 2. 25 1. 95 1. 60 1. 25 . 95 $24.00 _____ ~~~:88: ::: 4. 40 4.10 3. 75 3. 40 3.10 2. 75 2. 45 2. 10 1. 80 1. 45 1.10 $25.00 _____ 4. 60 4. 25 3. 95 3. 60 3. 25 2. 95 2. 00 2. 30 1. 95 1. 65 1. 30 $26.00 ___ __ $27.00 ____ 4. 75 4. 45 4.10 3. 80 3. 45 3.15 2.80 2. 45 2. 15 1. 80 1. 50 $27.00 __ ___ $28.00 .. . . 4. 95 4. 60 4.30 3. 95 3. 65 3. 30 3. 00 2.65 2. 30 2. 00 1. 65 $28.00 __ ___ $29 .00 ____ 5.15 4. 80 4. 45 4.15 3. 80 3. 50 3. 15 2.85 2. 50 2.15 1. 85 $29.00 _____ $30.00 ..• . 5. 30 5. 00 4.65 4. 30 4. 00 3.65 3.35 3.00 2. 70 2.35 2.00 
18 percent of the excess over $30 plus-
$30.00 and over _______ ~-I 5. 051 4. 751 4. 40 4.10 3. 751 3.45 3.10 1 2. 751 2. 45 2.10" 
SEC. 143. EFFECTIVE DATE OF PART IV. 
The amendments made by this part shall be applicable only with 
respect to wages paid on or after October 1, 1950. 
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TITLE II-MISCELLANEOUS INCOME TAX 
AMENDMENTS 
SEC. 201. EXTENSION OF TIME IN THE CASE OF DISCHARGE OF 
INDEBTEDNESS. 
Section 22 (b) (9) and section 22 (b) (10) (relating to exclusion 
of certain income attributable to the discharge of indebtedness) are 
amended by striking out "December 31, 1950" and inserting in lieu 
thereof "December 31, 1951". . 
SEC. 202. INCOME TAX EXEMPTIONS FOR MEMBERS OF THE ARMED 
FORCES SERVING IN COMBAT AREAS. 
(a) ExcLUSION FRoM GRoss lNcOME.- Section 22 (b) (13) (relat-
ing to exclusions from gross income) is hereby amended to read as 
follows: 
" ( 13) ADDITIONAL ALLOWANCE FOR CERTAIN :MEMBERS OF THE 
ARMED FORCES.-
" (A) ENLISTED PERSONNEL.- Compensation received for 
active service as a member below the grade of commissioned 
tlflicer in the armed forces of the United States for any month 
during any part of which such member served in a combat 
zone after June 24, 1950, and prior to January 1, 1952. 
"(B) CoMMISSIONED OmcERs.-In the case of compensa-
tion received for active service as a commissioned officer in the 
armed forces of the United States for any month during any 
part of which such officer served in a combat zone after June 
24, 1950, and prior to January 1, 1952, so much of such com-
pensation as does not exceed $200. 
"(C) DEFINITIONs.-For the purposes of this paragraph-
"(i) the term 'commissioned officer' does not include 
a commissioned warrant officer; 
"(ii) the term 'combat zone' means any area which 
the President of the United States by Executive Order 
designates, for the purposes of this paragraph, as an 
area in which Armed Forces of the United States are 
or have (after June 24, 1950) engaged in combat; 
" (iii) service is performed in a combat zone only if 
performed on or after the date designated by the Presi-
dent by Executive Order as the date of the commencing 
of combatant activities in such zone, and on or before the 
date designated by the President by Executive Order 
as the date of the termination of combatant activities in 
such zone ; and . 
"(iv) the term 'compensation' does not include pen-
sions and retirement pay." 
(b) WITHHOLDING OF INCOME TAx ON WAGEs.-Efl'ective with 
respect to wages paid after October 31,1950, section 1621 (a) (relating 
to definition of wages for income tax withholding purposes) is hereby 
amended by inserting before paragraph (2) thereof the following : 
"(1) for active service as a member of the armed forces of the 
United States perfonned prior to January 1, 1952, in a month 
during any part of which such member performed service in a 
combat zone as determined under section 22 (b) (13), or". 
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(c) RECEIPTs.-Sections 1625 (a) and 1633 (a) (relating to receipts 
for employees) are hereby amended by adding at the end of each the 
following: "In the case of compensation paid for service as a member 
of the armed forces, the statement shall show, as wages paid during 
the calendar year, the amount of such compensation paid during the 
calendar year which is not excluded from gross income under chapter 1 
(whether or not such compensation constituted wages as defined in 
section 1621 (a)) ; such statement to be furnished if any tax was with-
held during the calendar year or if any of the compensation paid is 
includible under chapter 1 in gross income." 
SEC. 203. TREATMENr OF BOND PREMIUM IN CASE OF DEALERS IN 
TAX-EXEMPT SECURITIES. 
(a) AMENDMENT OF SECTION 22.-Section 22 is hereby amended by 
adding at the end thereof the following new subsection: 
" ( o) DEALERS IN TAx-ExEMPT SECURITIES.-
" (1) ADJ'USTMENT FOR BOND PREMIUM.- In computing the gross 
income of a taxpayer who holds during the taxable year a short-
term municipal bond (as defined in paragraph .(2) (A)) pri-
marily for sale to customers in the ordinary course of his trade 
or business-
" (A) if the gross income of the taxpayer from such trade 
or business is computed by the use of inventories and his 
inventories are valued on any basis other than cost, the cost 
of securities sold (as defined in paragraph (2) (B)) during 
such year shall be reduced by an amount equal to the amortiz-
able bond premium that would be disallowed as a deduction 
for such year pursuant to section 125 (a) (2) if the defini-
tion in section 125 (d) of the term 'bond' did not exclude 
such short-term municipal bond; or 
"(B) if the gross income of the taxpayer from such trade 
or business is computed without the use of inventories, or 
by use of inventories valued at cost, and the short-term 
municipal bond is sold or otherwise disposed of during such 
year, the adjusted basis (computed without regard to this 
subparagraph) of the short-term n;mnicipal bond shall be 
reduced by the amount Qf the adjustment that would be 
required under section 113 (b) ( 1) (H) if the definition in 
section 125 (d) of the term 'bond' did not exclude such short-
term municipal bond. 
"(2) DEFINITIONs.- For the purposes of paragraph (1)-
"(A) The term 'short-term municipal bond' means any 
obligation issued by a govermnent or political subdivision 
thereof if the interest on such obligation is excludible from 
gross income; but such term does not include such an obli-
gation if (i) it is sold or otherwise disposed of by the tax-
payer within thirty days after the date of its acquisition· by 
him, or ( ii) its earliest maturity or call date is a date more 
than five years from the date on which it was acquired by the 
taxpayer. . 
"(B) The term 'cost of securities sold' means the amount 
ascertained by subtracting the inventory value of the closing 
inventory of a taxable year from the sum of (i) the inventory 
73450 '-50- 4 
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value of the opening inventory for such year and (ii) the 
cost of securities and other property purchased during such 
year which would properly be included in the inventory of the 
taxpayer if on hand at the close of the taxable year." 
(b) TECHNICAL fu\rnNDMENTS.-
( 1) Section 113 (b) ( 1) is hereby amended by adding at the 
end thereof the following : 
"(I) in the case of any short-term municipal bond (as 
defined in section 22 ( o)), to the extent provided in section 
22 (o) (1) (B)." 
(2) Section 125 is hereby amended by adding at the end thereof 
the following new subsection : 
"(e) DEALERS IN TAx-ExEMPT SEcumTrns.-For special rules appli-
cable, in the case of dealers in securities, with respect to premium 
attributable to certain wholly tax-exempt securities, see section 
22 (o)." 
(c) EFFECTIVE DATE.-The amendments made by this section shall 
be applicable to taxable years ending after June 30, 1950, but in the 
case of a taxable year beginning before and ending after such date 
the amendments shall apply only with respect to obligations acquired 
after such elate. 
SEC. 204. CIRCULATION EXPENDITURES. 
(a) DEDUCTION FROM GRoss lNCOME.-Section 23 is hereby amended 
by adding at the end thereof the following new subsection: 
"(bb) CmcULATION ExPENDITUREs.-Notwithstanding section 24 
(a) , all expenditures (other than expenditures for the purchase of land 
or depreciable property or for the acquisition of circulation through 
the purchase of any part of the business of another publisher of a 
newspaper, magazine, or other periodical) to establish, maintain, or 
increase the circulation of a newspaper, magazine, or other periodical; 
except that the deduction shall not be allowed with respect to the 
portion of such expenditures as, under regulations prescribed by the 
Secretary, is chargeable to capital account if the taxpayer elects, in 
accordance with such regulations, to treat such portion as so charge-
able. Such election, if made, must be for the total amount of such 
portion of the expenditures which is so chargeable to capital account, 
and shall be binding for all subsequent taxable years unless, upon 
application by the taxpayer, the Secretary permits a revocation of 
such election subject to such conditions as he deems necessary." 
(b) TECHNICAL AMENDMENT.-Section 113 (b) ( 1) (A) is hereby 
amended by inserting after "carrying charges" the :following: ", or 
for expenditures described in section 23 (bb) ,". 
(c) EFFECTIVE DATE.-The amendments made by this section shall 
be applicable with respect to taxable years beginning after December 
31,.1945, except that in the case o£ any taxable year beginning prior 
to January 1, 1950-
(1) the amendments shall not be applicable with respect to 
expenditures for which a deduction was not allowed the taxpayer 
for such year, if allowance of credit or refund with respect to 
such year is barred on the elate of the enactment of this Act by 
reason o£ any law or rule of law; and 
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(2) the election provided in section 23 (bb) of the Internal 
Revenue Code shall not (despite the last sentence of such section) 
be applicable with respect to any expenditure for which a deduc-
tion was claimed by the taxpayer under his latest treatment, 
prior to the date of the enactment of this .Act, of such expenditure 
in connection with his tax liability for such taxable year. 
SEC. 205. PAYMENT OF INCOME TAX BY INSTALLMENT PAYMENTS, 
AND RETURNS OF ESTATES AND TRUSTS. 
(a) PAYMENT oF I NCOME TAx BY INSTALLMENT PAYMENTs.-E:ffec-
t]ve with respect to taxable years ending on or after December 31, 
1950, section 56 (b) (relating to installment payments of income tax) 
is hereby amended to read as follows : 
"(b) INSTALLMENT PAYMENTS.-
"(1) EsTATES OF DECEDENTs.-In the case of the estate of a de-
cedent, the fiduciary may elect to pay the tax in four equal 
installments. 
"(2) CoRPORATIONs.-In the case of a corporation-
"(A) Taxable Years Ending Before December 31, 1954.-
The taxpayer may elect with respect to any taxable year end-
ing before December 31, 1954, to pay the tax in four install-
ments, and in such case the amount of the tax paid by each 
installment shall be determined as follows : 
"If the taxable year ende-
on or after- and before--
December 31, 1950------------------ December 31, 195L ______ __ _______ _ 
" II 1951 __________________ u II Hl52 ________ ________ _ 
" 1952_______ _______ ___ _ " 1953 ___ ______ ____ ___ _ 
" 1953__________________ " 1954 _______ _________ _ 
each of the 
first two in-
stallments 
shall be the 
following 
percentage 
of the ta:<: 
30 
35 
40 
45 I 
and each of 
the last two 
installments 
shall be the 
following 
percentage 
of the ta:<: 
20 
15 
10 
5 
"(B) Taxable Years Ending on or .After December 31, 
1954.-The taxpayer may elect with respect to any taxable 
year ending on or after December 31, 1954, to pay the tax 
in two equal installments. 
"(3) DATES FOR INSTALLMENT PAYMENTS.-
"(A) Four Installments.-In any case in which the tax 
may be paid in four installments, the first installment shall 
be paid on the date prescribed for the payment of the tax 
by the taxpayer, the second installment shall be paid on the 
15th day of the third month, the third installment on the 
15th day of the sixth month, and the fourth installment on 
the 15th day of the ninth month, after such date. 
"(B) Two Installments.-In any case in which the tax 
may be paid in two installments, the first installment shall 
be paid · on the date prescribed for the payment of the tax 
by the taxpayer, and the second installment shall be paid on 
the 15th day of the third month after such date. 
" ( 4) REQUIREMENT FOR PAYMENT.-If any installment is not 
paid on or before the elate fixed for its payment, the whole of the 
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tax unpaid shall be paid upon notice and demand from the 
collector." 
(b) FILING OF RETURNS AND PAYMENT OF TAx BY FIDUCIARIES OF 
EsTATES AND TRusTs.-
(1) Section 53 (a) (1) (relating to time for filing returns) is 
hereby amended to read as follows : 
" ( 1) GENERAL RULE.-Returns made on the basis of the calendar 
year shall be made on or before the fifteenth day of March follow-
ing the close of the calendar year, except that in the case of the 
return of the fiduciary of an estate or trust, the return shall be 
made on or before the fifteenth day of April following the close 
of the calendar year. Returns made on the ~asis of a fiscal year 
shall be made on or before the fifteenth day of the third month 
following the close of the fiscal year, except that in the case of the 
return of the fiduciary of an estate or trust, the return shall be 
made on or before the fifteenth day of the fourth month following 
the close of the fiscal year." 
(2) Section 56 (a) (relating to time for payment of tax) is 
hereby amended by inserting before the period at the end thereof 
the following: ",except that in the case of the tax imposed upon 
an estate or trust the tax shall be paid on the fifteenth day of 
April following the close of the calendar year, or, if the return 
should be made on the basis of a fiscal year, then on the fifteenth 
day of the fourth month following the close o~ the fiscal year". 
(3) The amendments made by this subsection shall be appli-
cable only with respect to taxable years ending after the date of the 
enactment of this Act. 
SEC. 206. -ELECTION AS TO RECOGNITION OF GAIN IN CERTAIN COR-
PORATE LIQUIDATIONS. 
(a) AMENDMENT OF SECTION 112 (b) (7).-Section 112 (b) (7) 
(relating to recognition of gain in certain corporate liquidations) is 
hereby amended as follows : 
(1) Clauses (i) and (ii) of subparagraph -(A) are hereby 
amended to read as follows : 
- " ( i) the liquidation is made in pursuance of a plan of liqui-
dation adopted after December 31, 1950, whether the taxable 
year of the corporation began on, before, or after January 1, 
1951; and 
" ( ii) the distribution is in complete cancellation or redemp-
tion of all the stock, and the transfer of all the property under 
the liquidation occurs within some one calendar month in 
1951-". 
(2) Subparagraph (B), clause (ii) of subparagraph (E), and 
clause (i) o£ subparagraph (F) are each amended by striking 
out "December 10, 1943" and inserting in lieu thereof "August 
15 1950". 
(b) 'BASIS OF PROPERTY.-Section 113 (a) ( 18) (relating to basis 
of property received in certain corporate liquidations) is hereby 
amended by inserting after the word "Chapter" the following 
" (whether before or after its amendment by the Revenue Act of 1950) ". 
(c) EFFECTIVE DATE.- The amendments made by this section shall 
be applicable only to taxable years ending after December 31, 1950. 
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SEC. 207. PERCENTAGE DEPLETION. 
(a) TRANSPORTATION FRoM MINE.-The second sentence of section 
114 (b) (4) (B) (relating to the definition of gross income from 
property) is hereby amended to read as follows : "The term 'mining' 
as used herein shall be considered to include not merely the extraction 
of the ores or minerals from the ground but also the ordinary treat-
ment processes normally applied by mine owners or operators in order 
to obtain the commercially marketable mineral product or products, 
and so much of the transportation of ores or minerals (whether or not 
by common carrier) from the point of extraction from the ground to 
the plants or mills in which the ordinary treatment processes are 
applied thereto as is not in excess of 50 miles unless the Secretary finds 
that the physical and other requirements are such that the ore or 
mineral must be transported a grea~er distance to such plants or mills." 
(b) EFFECTIVE DATE.-The amendment made by subsection (a) 
shall be applicable with respect to taxable years beginning after 
December 31, 1949. 
SEC. 208. TREATMENT OF CERTAIN REDEMPTIONS OF STOCK AS 
DIVIDENDS. 
(a) AMENDMENT OF SECTION 115 (g) .-Section 115 (g) (relating 
to redemption of stock) is hereby amended to read as follows: 
"(g) REDEMPTION OF STOCK.-
"(1) IN GENERAL.-If a corporation cancels or redeems its 
stock (whether or not such stock was issued as a stock dividend) 
at such time and in such manner as to make the distribution 
and cancellation or redemption in whole or in part essentially 
equivalent to the distribution of a taxable dividend, the amount 
so distributed in redemption or cancellation of the stock, to 
the extent that it r,epresents a distribution of earnings or profits 
· accumulated after February 28, 1913, shall be treated as a tax-
able dividend. 
"(2) REDEMPTION THROUGH USE OF SUBSIDIARY CORPORATION.-
!£ stock of a corporation (hereinafter referred to as the issuing 
corporation) is acquired by another corporation (hereinafter 
referred to as the acquiring corporation) and the issuing cor-
poration controls (directly or indirectly) the a_cquiring corpora-
tion, the amount paid for the acquisition of the stock shall con-
stitute a taxable dividend from the issuing corporation to the 
extent that the amount paid for such stock would have been 
considered, under paragraph (1), as essentially equivalent to a 
taxable dividend if such amount had been distributed by the 
acquiring corporation to the issuililg corporation and had been 
applied by the issuing corporation in redemption of its stock 
For the purposes of this paragraph, control means the owner-
ship of stock possessing at least 50 per centum of the total com-
bined voting power of all classes of stock entitled to vote or at 
least 50 per centum of the total value of shares of all classes of 
stock of the corporation." 
(b) EFFECTIVE DATE.-The amendment made by subsection (a) 
shall be applicable to taxable years ending after August 31, 1950, 
but shall apply only with respect to ammmts received after such date. 
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SEC. 209. REDEMPTION OF STOCK TO PAY DEATH TAXES. 
(a) CERTAIN DISTRIBUTIONS NoT TREATED AS DrvmENDs.- Section 
115 (g) (relating to redemptions of stock) is hereby am,ended by add-
ing at the end thereof the following : . 
"(3) REDEMPTION OF STOCK TO PAY DEATH TAXES.- The provi-
sions of this subsection shall not apply to such part of any amount 
so distributed with respect to stock the value of which is included 
in determining the value of the gross estate of a decedent in 
accordance with section 811, as is distributed after such decedent's 
death and within the period of limitations for the assessment of 
estate tax provided in section 87 4 (a) (determined without the 
application of section 875) or within 90 clays after the expiration 
of such period, and as is not in excess of the estate, inheritance, 
legacy, and succession taxes (including any interest collected as 
a part of such taxes) imposed because of such decedenes death: 
P1'ovided, That the value of the stock in such corporation for 
estate tax purposes comprises more than 50 per centum of the 
value of the net estate of such decedent." 
(b) EFFECTIVE DATE.-The amendment made by subsection (a) 
shall be applicable to taxable years ending on or after the date of the 
enactment of this Act, but shall apply only to amounts distributed on 
or after such date. 
SEC. 210. CAPITAL GAINS AND LOSSES. 
(a) DEFINITION OF CAPITAL AssETs.-:-Section 117 (a) ( 1) (relating 
to the definition of capital assets) is hereby amended. to read as 
follows : 
" ( 1) CAPITAL ASSETs.- The term 'capital assets' means property 
held by the taxpayer (whether or not connected with his trade 
or business), but does not include-
" (A) stock in trade of the taxpayer or other property of 
a kind which would properly be included in the inventory 
of the taxpayer if on hand at the close of the taxable year, or 
property held by the taxpayer primarily for sale to customers 
in the ordinary course of his trade or business; 
" (B) property, used in his trade or business, of a character 
which is subject to the allowance for depreciation provided in 
section 23 ( l), or real property used in his trade or business ; 
" (C) a copyright; a literary, musical, or artistic composi-
tion ; or similar property ; held by-
"(i) a taxpayer whose personal efforts created such 
property, or 
" ( ii) a taxpayer in whose hands the basis of such 
property is determined, for the purpose of determining 
gain from a sale or exchange, in whole or in part by 
reference to the basis of such property in the hands of 
the person whose personal efforts created such prop-
erty; or 
"(D) an oblirration of the United States or any of its pos-
sessions, or of a St[J.te or Territory, or any political subdivision 
thereof, or of the District of Columbia, issued on or after 
March 1, 1941, on a discount basis and payable without interest 
at a fixed maturity date not exceeding one year from the date 
of issue." 
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(b) AMENDMENT oF SECTION 117 ( j) .-The first sentence of section 
117 (j) (1) is hereby amended by inserting before the period at the 
end thereof the following:", or (C) a copyright, a literary, musical, or , 
artistic composition, or similar property, held by a taxpayer described 
in subsection (a) (1) (C)". 
(c) EFFEcTIVE DATE.- The amendments made by this section shall 
be applicable with respect to taxable years beginning after the date 
of the enactment of this Act. 
SEC. 211. SHORT SALES OF CAPITAL ASSETS. 
(a) TREATMENT OF SHORT SALEs.- Section 117 (relating to capital 
gains and losses) is hereby amended by adding at the end thereof the 
following new subsection: 
"(l) SHORT SALEs, ETc.-In the case of a short sale of property 
made by the taxpayer after the date of the enactment of the Revenue 
Act of 1950: 
"(1) SHORT-TERM GAINS AND HOLDING PERIODS.-!£ substantially 
identical property has been held by the taxpayer on the date of 
such short sale for not more than 6 months (determined without 
regard to the effect, under subparagraph (B) of this paragraph, 
of such short sale on the holdino· period), or if substantially iden-
tical property is acquired by the taxpayer after such short sale 
and on or before the date of the closing thereof- . 
"(A) any gain upon the closmg of such short sale shall 
be considered as a gain upon the sale or exchange of a capital 
asset held for not more than 6 months (notwithstanding the 
period of time any property used to close such short sale has 
been held) ; and ~ 
" (B) the holding period of such substantially identical 
property shall be considered to begin (notwithstanding the 
provisions of subsection (h)) on the date of the closing of 
the short sale, or on the date of a sale, gift, or other disposi-
tion of such property, whichever date occurs first. This 
subparagTaph shall apply to such substantially identical 
property in the order of the dates of the acquisition of such 
property, but only to so much of such property as does not 
exceed the quantity sold short. 
For the purposes of this paragraph, the acquisition of an option 
to sell property at a fixed price shall be considered as a short sale, 
and the exercise or failure to exercise such option shall be con-
sidered as a closing of such short sale. 
"(2) LONG-TERM LOSSEs.-If substantially identical property 
has been held by the taxpayer on the date of such short sale for 
more than 6 months, any loss upon the closing of such short 
sale shall be considered as a loss upon the sale or exchange of a 
capital asset held for more than 6 months (notwithstandmg the 
period of time any property used to close such short sale has 
been held, and notwithstanding the provisions of subsection 
(g) (2) ) . 
" ( 3) RULES FOR .APPLICATION OF SUBSECTION.-
" (A) The provisions of paragraph ( 1) (A) or ( 2) shall 
not apply to the gain or loss, respectively, on any quantity 
of property used to close such short sale which is in excess 
of the quantity of the substantially identical property 
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referred to in the applicable paragraph. . 
" (B) For the purposes of this subsection-
" ( i) the term 'property' includes only stocks and 
securities (including stocks and securities dealt with on 
a 'when issued' basis), and commodity futures, which 
are capital assets in the hands of the taxpayer; 
"(ii) in the case of futures transactions in any com-
modity on or subject to the rules of a board of trade 
or commodity exchange, a commodity future requiring 
delivery in one calendar month shall not be considered 
as property substantially identical to another commodity 
future requiring delivery in a cliffenmt calendar month; 
and 
" (iii) in the case of a short sale of property by an · 
individual, the term 'taxpayer', in the application of 
this paragraph and paragraphs (1) and (2), shall be read 
as 'taxpayer or his spouse'~ but an individual who is 
legally separated from the taxpayer under a decree of 
divorce or of separate maintena11ce shall not be con-
sidered as the spouse of the taxpayer. 
"(C) Where the taxpayer enters into two commodity 
:futures transactions on the same clay, one requiring delivery 
by him in one market and the other requiring delivery to 
to him of the same (or substantially identical) commodity 
in the same calendar month in a different market, and the 
taxpayer subsequently closes both such transactions on the 
same clay, this subsection shall have no application to so 
much of the commodity involved in either such transaction 
as does not exceed in quantity the commodity involved in 
the other." 
(b) EFFECTIVE DATE.-The amendment made by this section shall 
be applicable only with respect to taxable years beginning after the 
elate of the enactment of this Act. 
SEC. 212. TREATMENT OF GAIN TO SHAREHOLDERS OF COLLAPSIBLE 
CORPORATIONS. 
(a) CoLLAPSIBLE CoRPORATIONs.- Section 11 '7 ( relatin~ to capital 
gains or losses) is hereby amended by adding after subsection (l) 
(added by section 211 (a) of this Act) the following new subsection: 
"(m) CoLLAPSIBLE CoRPORATIONs.-
" ( 1) TREATMENT OF GAIN TO SHAREHOLDERS.-Gain :from the sale 
or exchange (whether in liquidation or otherwise) of stock of a 
collapsible corporation, to the extent that it would be considered 
(but for the provisions of this subsection) as gain from the sale 
or exchange of a capital asset held for more than 6 months, shall, 
except as provided in paragraph (3), be considered as gain :from 
the sale or exchange of property which is not a capital asset. 
"(2) DEFINITIONS.-
" (A) For the purposes o:f this subsection, the term 'collaps-
ible corporation' means a corporation formed or availed o:f 
principally for the manufacture, construction, or production 
o:f property, or for the holding of stock in a corporation so 
formed or availed o:f, with a view to-
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" ( i) the sale or exchange o:f stock by its shareholders 
(whether in liquidation or otherwise), or a distribution 
to its shareholders, prior to the realization by the corpo-
ration manufacturing, constructing, or producing the 
property o:f a substantial part o:f the net income to be 
denved :from such property, and 
" ( ii) the realization by such shareholders o:f gain 
attributable to such property. 
"(B) For the purposes o:f subparagraph (A), a corpora-
tion shall be deemed to have manufactured, constructed, or 
produced property, i:f-
" ( i) it engaged in the manufacture, construction, or 
production o:f such property to any extent, 
"(ii) it holds property having a basis determined, in 
whole or in part, by reference to the cost o:f such property 
in the hands o:f a person who manufactured, constructed, 
or p,roduced the property, or 
' (iii) it holds property having a basis determined, in 
whole or in part, by reference to the cost o:f property 
manufactured, constructed, or produced by the corpo-
ration. 
"(3) LIMITATIONS ON APPLICATION OF SUBSEOTION.-ln the case 
o:f gain realized by a shareholder upon his stock in a collapsible 
corporation-
"(A) this subsection shall not apply unless, at any time 
after the commencement o:f the manu:factm·e, construction, or 
production o:f the property, such shareholder (i) owned (or 
was considered as owning) more than 10 per centum in value 
o:f the outstanding stock o:f the corporation, or ( ii) owned 
stock which was considered as owned at such time by another 
shareholder who then owned (or was considered a,s owning) 
more than 10 per centum in value o:f the outstanding stock o:f 
the corporation ; 
"(B) this subsection shall not apply to the gain recognized 
during a taxable year unless more than 7·0 per centum o:f such 
gain is attributable to the property so manufactured, con-
structed, or produced; and 
" (C) this subsection shall not apply to gaill realized after 
the expiration o:f three years :following the completion of such 
manufacture, construction, or production. 
For purposes of subparagraph (A), the ownership o:f stock shall 
be determined in accordance with the rules prescribed by para-
graphs (1), (2), (3), ( 5), and (6) o:f section 503 (a), except that, 
in addition to the persons prescribed by paragraph (2) o:f that 
section, the family o:f an individual shall incluae the spouses o:f 
that individual's brothers and sisters (whether by the whole or 
half blood) and the spouses o:f that individual's lineal 
descendants." 
(b) EFFECTIVE DATE.-The amendment made by this section shall be 
applicable to taxable years ending after December 31, 1949, but shall 
apply only with respect to gain realized after such elate. The deter-
mination o:f the tax treatment o:f gains realized prior to January 1, 
1950, shall be made as if this section had not been enacted and without 
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inferences drawn from the fact that the amendment made by this 
section is not expressly made applicable to gains realized prior to such 
date and without inferences drawn from the limitations contained in 
section 117 (m), added to the Internal Revenue Code by this section. 
SEC. 213. CAPITAL GAINS OF NONRESIDENT ALIEN INDIVIDUALS. 
(a) NoNRESIDENT ALIEN INDIVIDUALS TEl\IPORAI!ILY IN THE UNITED 
STATEs.-Section 211 (a) ( 1) (B) (relating to tax on nonresident alien 
individuals not engaged in trade or business within the United States) 
is hereby amended to read as follows: 
"(B) CAPITAL GAINS OF ALIENS TEMPORARILY PRESENT IN THE 
UNITED STA'l'Es.-In the case of a nonresident alien individual 
not engaged in trade or business in the United States, there 
shall be levied, collected, and paid for each taxable year, in 
addition to the tax imposed by subparagraph (A)-
" (i) if he is present in the United States for a period 
or periods aggregating less than ninety days during such 
taxable year-a tax of 30 per centum of the amount by 
which his gains, derived from sources within the United 
States, from sales or exchanges of capital assets effected 
during his presence in the United States exceed his 
losses, allocable to sources within the United States, from 
such sales or exchanges effected during such presence; or 
"(ii) if he is present in the United States for a period 
or periods aggregatin~ ninety clays or more during such 
taxable year- a tax or 30 per centum of the amount by 
which his gains, derived from sources within the United 
States, from sales or exchanges of capital assets effected 
at any time during such year exceed his losses, allocable 
to sources within the United States, from such sales or 
exchanges effected at any time during such year. 
For the purposes of this subparagraph, gains and losses shall 
be taken into account only if, and to the extent that, they 
would be recognized and taken into account if such individual 
were engaged in trade or business in the United States, except 
that such gains and losses shall be computed without regard 
to the provisions of section 117 (b) and such losses shall be 
determined without the benefits of the capital loss carry-over 
provided in section 117 (e). 
" (C) CRoss REFERENCE.-For inclusion in computation of 
tax of amount specified in shareholder's consent, see section 
28." 
(b) No UNITED STATEs TRADE OR BusiNESS AND INCOl\IE OF MoRE 
THAN $15,400.-
( 1) Section 211 (a) (2) is hereby amended to read as follows: 
"(2) AGGREGATE MORE TH,\N $15,400.-The taxes imposed by 
paragraph ( 1) shall not apply to any individual if during the 
taxable year the sum of-
"(A) the aggregate amount received from the sources speci-
fied in paragraph (1) (A), plus 
"(B) the amount, determined in accordance with the pro-
visions of paragraph ( 1) (B), by which gains from sales or 
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exchanges of capital assets exceed losses from such sales or 
exchanges, 
is more than $15,400." 
(2) So much of section 211 (c) as precedes paragraph (4) 
thereof is hereby amended to read as follows : 
" (c) No UNITED STATES BusiNESS on OFFICE AND Gnoss INCOME 
OF MoRE THAN $15,400.-A nonresident alien individual not engaged 
in trade or business within the United States shall be taxable without 
regard to the provisions of subsection (a) ( 1) if during the taxable 
year the sum of the aggregate amount received from the sources speci-
fied in subsection (a) ( 1) (A), plus the amount (determined in 
accordance with the provisions of subsection (a) (1) (B)) by which 
gains from sales or exchanges of capital assets exceed losses from such 
sales or exchanges, is more than $15,400, except that-
" ( 1) The gross income shall include only income from the 
sources specified in subsection (a) (1) (A) plus any gain (to the 
extent provided in section 117) from a sale or exch ange of a capital 
asset if such gain would be taken into account were t he tax being 
determined under subsection (a) ( 1) (B) ; 
"(2) The deductions (other than the so-called 'charitable deduc-
tion' provided in section 213 (c)) shall be allowed only if and to 
the extent that they are properly allocable to the gross income 
from the sources specified in subsection (a) ( 1) (A) , except that 
any loss from the sale or exchange of a capital asset shall be allowed 
(to the extent provided in section 117 without the benefit of the 
capital loss carry-over provided in section 117 (e)) if such loss 
would be taken into account were the tax being determined under 
subsection (a) (1) (B); · 
" ( 3) The tax imposed by this chapter (under sections 11 and 
12, or under section 117 (c) ) shall, in no case, be less than 30 per 
centum. of the sum of-
"(A) the aggregate amount received from the sources speci-
fied in subsection (a ) ( 1) (A), plus 
"(B) the amount, determined in accordance with the pro-
visions of subsection (a) ( 1) (B) , by which gains from 
sales or exchanges of capital assets exceed losses from such 
sales or exchanges; and". . 
(c) TECHNICAL AlliENDl\iENT.-Section 217 (b) (relating to returns 
by nomesident alien individuals) is hereby amended by striking out 
"section 211 (a)" and inserting in lieu thereof "section 211 (a) ( 1) 
(A)·". 
(d) EFFECTIVE DATE.-The amendments made by this section shall 
be applicable with respect to taxable years beginning after December 
31, 1949. 
SEC. 214. TREATY OBLIGATIONS. 
No amendment made by this Act shall apply in any case where its 
application would be contrary to any treaty obligation of the United 
States. 
SEC. 215. NET OPERATING LOSS DEDUCTIONS. 
(a) ALLOWANCE OF FrYE-YEAR CARRY-OvEn.-Section 122 (b) 
(relating to the amount of carry-backs and carry-overs) is hereby 
amended to read as follows : 
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"(b) AMOUNT OF CARRY~BACK AND CARRY-OVER.-
"(1) NET OPERATING LOSS CARRY-BACK.-
"(A) Loss for Taxable Year Begi1ming Before 1950.-If 
for any ta~able year beginning after December 31, 1941, and 
before January 1, 1950, the taxpayer has a net operating loss, 
such net operatin~ loss shall be a net operating loss carry-
back for each of t11e two preceding taxable years, except that 
the carry-back in the case of the first preceding taxable year 
shall be the excess, if any, of the amount of such net operating 
loss over the net income for the second preceding taxable year 
computed-
" ( i) with the exceptions, additions, and limitations 
provided in subsection (d) (1), (2), (4), and (6), and 
· " ( ii) by determinin~. the net operating l.oss deduction 
for such second prececnng taxable year w1thout regard 
to such net operating loss and without regard to any 
reduction specified in subsection (c). 
"(B) Loss for Taxable Year Beginning After 1949.- If 
for any taxable year beginning after December 31, 1949, the 
taxpayer has a net operating loss, such net operating loss shall 
be a net operating loss carry-back for the preceding taxable 
year. 
" ( 2) NET OPERATING LOSS CARRY -OVER.-
" (A) Loss for Taxable Year Beainning Before 1950.-If 
for any taxable year beginning before January 1, 1950, the 
taxpayer has a net operating loss, such net operating loss shall 
be a net operating loss carry-over for each of the two suc-
ceeding taxable years, except that the carry-over in the case 
of the second succeeding taxable year shall be the excess, if 
any, of the amount of such net operating loss over the net 
income for the intervening taxable year computed-
" ( i) with the exceptions, additions, and limitations 
provided in subsection (d) (1), (2), (4), and (6), and 
" ( ii) by determ.ining the net operating loss deduction 
for such intervening taxable year without regard to such 
net operating loss, without regard to any net operating 
loss carry-back, and without regard to any reduction 
specified in subsection (c) . 
For the purposes of the preceding sentence, the net operating 
loss for any taxable year beginningafter December 31, 1941, 
shall be reduced by the sum of the net income for each of the 
two preceding taxable years computed-
" (iii) with the exceptions, additions, and limitations 
provided in subsection (d) ( 1) , ( 2) , ( 4) , and ( 6) and 
"(iv) by determining the net operating loss decluction 
without regard to such net operatina loss or to the net 
operating loss for the succeeding taxihle year, and with-
out regard to any reduction specified in subsection (c) . 
"(B) Loss for Taxable Year Beginning After 1949.- If for 
any taxable year beginning after December 31, 1949, the tax· 
payer has a net operating loss, such net operating loss shall 
be a net operating loss carry-over for each of the five suc-
ceeding taxable years, except that the carry-over in the case of 
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each such succeeding taxable year (other than the first suc-
ceeding taxable year) shall be the excess, if any, of the amount 
of such net operating loss over the sum of the net income for 
each of the intervening years computed-
" ( i) with the exceptions, additions, and limitations 
provided in subsection (d) (1), (2), (4),and (6),and 
" ( ii) by determining the net operating loss deduction 
for each intervening taxable year, without regard to such 
net operating loss or to the net operating loss for any 
succeeding taxable year and without regard to any reduc-
tion specified in subsection (c). 
For the purpose of the preceding sentence, the net operating 
loss for any taxable year beginning after December 31, 1949, 
shall be reduced by the amount, if any, of the net income for 
the preceding taxable year computed-
" (i) with the exceptions, additions, and limitations 
provided in subsection (d) (1), (2), (4),and (6) and 
" ( ii) by determining the net operating loss deduction 
for such preceding taxable year without regard to such 
net operating loss and without regard to any reduction 
specified in subsection (c)." . 
(b) EFFECTIVE DATE OF SuBsECTION (a).-The amendment made 
by subsection (a) shall. be applicable in computing the net operating 
loss deduction for taxable years beginning after December 31, 1947. 
SEC. 216. AMORTIZATION OF EMERGENCY FACILITIES. 
(a) AMORTIZATION DEDUCTION.-Chapter 1 is hereby amended by 
inserting after section 124 the following : 
"SEC. 124A. AMORTIZATION DEDUCTION. 
" (a) GENERAL RuLE.-Every person, at his election; shall be entitled 
to a deduction with respect to the amortization of the adjusted basis 
(for determining gain) of any emergency facility (as defined in sub-
section (d)), based on a period of sixty months. Such amortization 
deduction shall be an amount, with respect to each month of such 
period within the taxable year, equal to the adjusted basis of the 
facility at the end of such month divided by the number of months 
(including the month for which the deduction is computed ) remaining 
in the period. Such adjusted basis at the end of the month shall be 
coniputed without regard to the amortization deduction for such 
month. The amortization deduction above provided with respect to 
any month shall, except to the extent provided in subsection (f) of 
this section, be in lieu of the deduction with respect to such facility for 
such month provided by section 23 (l), relating to exhaustion, wear 
and tear, and obsolescence. The sixty-month period shall begin as 
to any emergency facility, at the election of the taxpayer, with the 
month following the month in which the facility was completed or 
acquired, or with the succeeding taxable year. 
"(b) ELECTION OF AMORTIZATION.-The election of the taxpayer to 
take the amortization deduction and to begin the sixty-month period 
with the month followin~ the month in which the facility was com-
pleted or acquired, or w1th the taxable year succeeding the taxable 
year in which such facility was completed or acquired, shall be made 
by filing with the Secretary, in such manner, in such form, and within 
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such time, as the Secretary mn,y by regulations prescribe, a stn,tement 
of such election. 
" (c) TER).IITNATION OF AMORTIZATION DEDUCTION. ·- -A taxpayer 
which has elected under subsection (b) to take the amortization 
deduction provided in subsection (a) may, at any time after making 
such election, discontinue the amortization deductions with respect 
to the remainder of the amortization period, such discontinuance to 
begin as of the beginning of any month specified by the taxpayer in 
a notice in writing filed with the Secretary before the beginnin~ of 
such month. The deduction provided under section 23 (1) shall he 
n,llowed, beginning with the first month as to which the amortiza-
tion deduction is not applicable, and the tn,xpayer shall not be entitled 
to any further amortization deductions with respect to such emergency 
facility. 
" (d) DEFINITIONS.-
"(1) EMERGENCY FACILITY.-As used in this section, the term 
'emergency facility' means any facility, land, building, machinery, 
or equipment, or any part thereof, the construction, reconstruc-
tion, erection, installation, or acquisition of which was completed 
after December 31, 1949, and with respect to which a certificate 
under subsection (e) has been made. In no event shall an amor-
tization deduction be allowed in respect of any emergency facility 
for any taxable year unless a certificate in respect thereof under 
this paragraph shall have been made prior to the filing of the 
taxpayer's return for such taxable year, or, in the case of an 
emergency facility completed or acquired by a taxpayer after 
December 31, 1949, and before the date of enactment of the 
Revenue Act of 1950, unless a certificate in respect thereof under 
this paragraph shall have been made prior to the expiration of 
twelve months after the date of enactment of the Revenue Act 
of 1950. 
"(2) EMERGENCY PERIOD.-As used in this section, the term 
'emergency period' means the period beginning January 1, 1950, 
and ending on the date on which the President proclaims that 
the utilization of a substantial portion of the emergency facilities 
with respect to which certifications under subsection (e) have 
be made is no longer required in the interest of national defense. 
" (e) DETERMINATION OF AD.rusTEn BAsrs OF EMERGENCY FACILITY.-
In determining, for the purposes of subsection (a) or subsection (g), 
the adjusted basis of an emergency facility- -
" ( 1) There shall be included only so much of the amount of the 
adjusted basis of such facility · (computed without regard to this 
section) as is properly attributable to such construction, recon-
struction, erection, installation, or acquisition after December 31, 
1949, as the certifyiHg authority, designated by the President by 
Executive order, has certified as necessary in the interest of 
national defense during the emergency period, and only such 
portion of such amount as such authority has certified as attrib-
utable to defense purposes. Such certification shall be under such 
regulations as may be prescribed from time to t ime by such certi. 
fying authority with the approval of the President. An applica-
tion for a certificate must be filed at such time and in such manner 
as may be prescribed by such certifying authority under such 
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regulations but in no event shall such certificate have any effect 
unless an application therefor is filed before the expiration of six · 
months after the beginning of such construction, reconstruction, 
erection, or installation or the date of such acquisition, or before 
the expiration of six months after the date of enactment of the 
Revenue Act of 1950, whichever is later. 
"(2) After the completion or acquisition of any emergency 
facility with respect to which a certificate under paragraph ( 1) 
has been made, any expenditure (attributable to such facility 
and to the period after such completion or acquisition) which does 
not represent construction, reconstruction, erection, installation, 
or acquisition included in such certificate, but with respect to 
which a separate certificate is made under paragraph (1), shall 
not be applied in adjustment of the basis of such facility but a 
separate basis shall be computed therefor pursuant to paragraph 
(1) as if it were a new and separate emergency facility . 
"(f) DEPRECIATION DEDUCTION.-If the adjusted basis of the emer-
gency facility (computed without regard to this section) is in excess 
o:f the adjusted basis computed under subsection (e), the deduction 
provided by section 23 (l) shall, despite the provisions of subsection 
(a) of this section, be allowed with respect to such emergency facility 
as if its adjusted basis for the purpose of such deduction were an 
amount equal to the amount of such excess. 
"(g) PAYMENT BY UNITED STATES OF UNAMORTIZED CosT oF F AciL-
ITY.-If an amount is properly includible in the gross income of the 
taxpayer on account of a payment with respect to an emergency. facility 
and such payment is certified as provided in paragraph (1), then, at 
the election of the taxpayer in its return for the taxable year in which 
such amount is so includible-
" ( 1) The amortization deduction for the month in which such 
amount is so includible shall (in lieu of the amount of the deduc-
tion for such month computed under subsection (a)) be equal to 
the amount so includible but not in excess of the adjusted basis of 
the emergency facility as of the end of such month (computed 
without regard to any amortization deduct ion for such month). 
P ayments referred to in this paragraph shall be payments the 
amounts of which are certified, under such r egulations as the 
President may prescribe, by the certifying authority designated 
by the President as compensation to the taxpayer for the unamor-
tized cost of the emergency facility made because-
" (A) a contract with the United States involving the use 
of the facility has been terminated by its terms or by can-
cellation, or 
"(B) the taxpayer had reasonable ground (either from pro-
visions of a contract with the United States involving the 
use of the facility, or from written or oral representations 
made under authority of the United States) for anticipating 
future contracts involving the use of the facility, which future · 
contracts have not been made. 
" ( 2) I n case the taxpayer is not entitled to any amortization 
deduction with respect to the emergency facility, the deduc-
tion allowable under section 23 (l) on account of the month 
in which such amount is so includible . shall be increased by such 
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amount, but such deduction on account of such month shall not 
be in excess of the adjusted basis of the emergency facility as of 
the end of such month ( COIJ,1puted without regard to any amount 
allowable, on account of such month, under section 23 (l) or this 
· paragraph) . 
"(h) LIFE TENANT AND REllfAINDERMAN.-In the case of property 
held by one person for life with remainder to another person, the 
deduction shall be computed as if the life tenant were the absolute 
owner of the property and shall be allowable to the life tenant. 
"(i) CRoss REFERENCE.- For special rule with r espect to gain 
derived from the sale or exchange of property the adjusted basis of 
which is determined with regard to this section, see section 117 
(g) (3)." 
(b) TECHNICAL AMENDMENTS.- Section 23 ( t) is hereby amended 
by striking out "section 124" and inserting in lieu thereof "section 124 
and section 124A". 
(c) GAIN ATTRIBUTABLE TO AMORTIZATION DEDUCTION.- Section 117 
· (g) is hereby amended by striking out the period at the end of para-
graph (2) and inserting in lieu thereof"; and", and by inserting after 
paragraph (2) the following new paragraph : 
" ( 3) gain from the sale or exchange of property, to the extent 
that the adjusted basis of such property is less than its adjusted 
basis determined without regard to section 124A (relating to 
amortization deduction) , shall be considered as gain from the sale 
or exchange of property which is neither a capital asset nor prop-
erty described in subsection (j)." 
(d) EFFECTIVE D ATEs.- The amendments made by this section shall 
be applicable with respect to taxable years ending after December 
31, 1949. 
SEC. 217. AMORTIZATION OF PREMIUM ON CONVERTIBLE BOND. 
(a) PREMIUM ATTRIBUTABLE TO CoNVERSION FEATURES OF BoND.-
Section 125 (b) ( 1) (relating to determination of amount of bond 
premium) is hereby amended by adding at the end thereof the follow-
ing: "In no case shall the amount of bond premium on a convertible 
bond include any amount attributable to the conversion features of 
the bond." 
(b) EFFECTIVE DATE.-The amendment made by subsection (a) shall 
be applicable with respect to taxable years beginning after June 15, 
1950, and shall also apply, in the case of a taxable year beginning on 
or before such elate, with respect to bonds acquired after such date. 
SEC. 218. STOCK OPTIONS. 
(a) TREATMENT oF CERTAIN EMPLOYEE STOCK OrTioNs.- Supple-
ment B of chapter 1 is hereby amended by adding at the end thereof the 
following new section : 
"SEC. 130A. EMPLOYEE STOCK OPTIONS. 
" (a) TnEATliiENT oF RESTRICTED SToCK OPTIONS.- If a share of stock 
is transferred to an individual pursuant to his exercise after 1949 of 
a restricted stock option, and no disposition of such share is made by 
him within two years from the date of the granting of the option nor 
within six months after the transfer of such share to him-
" ( 1) no income shall result at the time of the transfer of such 
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share to the individual upon his exercise o£ the option with respect 
to such share; 
"(2) no deduction under section 23 (a) shall be allowable at any 
time to the employer corporation o£ such individual or its parent 
or subsidiary corporation with respect to the share so transferred; 
and 
" ( 3) no amount other than the option price shall be considered 
as received by either o£ such corporations £or the share so 
transferred. 
This subsection and subsection (b) shall not apply unless (A) the indi-
vidual, at the time he exercises the restricted stock option, is an 
employee o£ the corporation granting such option or o£ a parent or 
subsidiary corporation o£ such corporation, or (B) the option is exer-
cised by him within three months after the date he ceases to be an 
employee o£ any o£ such corporations. 
"(b) SPECIAL RULE WHERE OPTION PRICE IS BETWEEN 85 PERCENT 
AND 95 PERCENT OF VALUE OF STOCK.-!£ no disposition o£ a share o£ 
stock acquired by an individual upon his exercise after 1949 of a 
restricted stock option is made by him within two years from the date 
o£ the granting o£ the option nor within six months after the transfer 
of such share to him, but, at the time the restricted stock option was 
granted, the option price was less than 95 per centum of the fair market 
value at such time o£ such share, then, in the event of any disposition 
of such share by him, or in the event of his death (whenever occurring) 
while owning such share, there shall be included as compensation (and 
not as gain upon the sale or exchange of a capital asset) in his gross 
income, for the taxable year in which falls the date of such disposition 
or £or the taxable year closing with his death, whichever is applicable, 
an amount equal to the amount (if any) by which the option price is 
exceeded by the lesser of-
" ( 1) the fair market value of the share at the time of such 
disposition or death, or 
" ( 2) the £air market value of the share at the time the option 
was granted. 
In the case of the disposition of such share by the individual, the basis 
of the share in his hands at the time of such disposition shall be 
increased by an amount equal to the amount so includible in his gross 
income. 
"(c) AcQUISITION OF NEw STOOK.-H stock transferred to an 
individual upon his exercise o£ the option is exchanged by him for 
stock or securities in an exchange within the provisions of section 112 
(b) ( 2) or ( 3), or if new stock, as described in section 113 (a) ( 19) , 
is acquired upon a distribution with respect to such stock, the stock 
or securities acquired in such exchange and such new stock shall be 
considered as having been transferred to him upon his exercise of 
such option. A similar rule shall be applied in the case of a series 
o£ such exchanges or acquisitions. 
" (d) DEFINrrioNs.-As used in this section-
" ( 1) RESTRICTED STOCK OPTION.-The term 'restricted stock 
option' means an option granted after February 26, 1945, to an 
individual, for any reason connected with his employment by a 
corporation, i£ granted by the employer corporation or its parent 
or subsidiary corporation, to purchase stock of any of such corpo-
rations, but only if-
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. "(A) At the time such option is granted the option price 
is at least 85 per centum of the fair market value at such time 
of the stock subject to the option; and 
"(B) Such option by its terms is not transferable by such 
individual otherwise than by will or the laws of descent and 
distribution, and is exercisable, during his lifetime, only by 
him; and 
"(C) Such individual, at the time the option is granted, 
does not own stock possessing more than 10 per centum of the 
total combined voting power of all classes of stock of the 
employer corporation or of its parent or subsidiary corpora-
tion. For the purposes bf this subparagraph-
" ( i) such individual shall be considered as owning the 
stock owned, directly or indirectly, by or for his brothers 
and sisters (whether by the whole or half blood) , spouse, 
ancestors, and lineal descendants; and 
• " ( ii) stock owned, directly or indirectly, by or for a 
corporation, partnership, estate, or trust, shall be con· 
sidered as being owned proportionately by or for its 
shareholders, partners, or beneficiaries. 
"(2) PARENT CORPORATION.-The term 'parent corporation' 
means any cornoration (other than the employer corporation) in 
an unbroken chain of corporations ending with the employer cor-
poration if, at the time of granting of the option, each of the 
corl?orations other than the employer corporation owns stock pos-
sessmg more than 50 per centum of the total combined voting 
power of all classes of stock in one of the other corporations in 
such chain. 
"(3) SUBSIDIARY CORPORATION.-The term 'subsidiary COrpora-
tion' means any corporation (other than the employer corpora-
tion) in an unbroken chain of corporations be~inning with the 
employer corporation if, at the time of the grantmg of the option, 
each of the corporations other than the last corporation in the 
unbroken chain owns stock possessing more than 50 per centum of 
the total combined voting power of all classes of stock in one of 
the other corporations in such chain. 
" ( 4) DrsposrTION.-The term 'disposition' includes a sale, 
exchange, &ift, or any transfer of legal title, but does n'ot include-
" (A J a transfer f rom a decedent to his estate or a transfer 
by bequest or inheritance; 
"(B) an exchange which is within the provisions of section 
112 (b) (2) or (3) ; or 
"(C) a mere pledge or hypothecation. 
"(e) MoDIFICATioN, ExTENSION, OR RENEWAL OF 0PTION.-For the 
purposes of subsection (d), if the terms of any option to purchase 
stock are modified, extended, or renewed, the following rules shall be 
applied with respect to transfers of stock made upon an exercise of 
the option after the making of such modification, extension, or 
renewal: 
"(1) Such modification, extension, or renewal shall be con-
sidered as the granting of a new option; 
" ( 2) The fair market value of such stock at the time of the 
granting of such option shall be considered as (A) the fair market 
43 [Pun.l>A w 814.] 
value of such stock on the date of the original granting of the 
option, (B) the fair market value of such stock on the date of the 
making of such modification, extension, or renewal, or (C) the 
fair market value of such stock at the time of the making of any 
intervening modification, extension, or renewal, whichever is the 
highest." 
(b) EFFECTIVE DATE.-The amendment made by this section shall 
be applicable with respect to taxable years ending aft!r December 31, 
1949. 
SEC. 219. PAYMENT OF TAX WITHHELD AT SOURCE F OM NONRESI-
DENT ALIENS. · 
The first sentence of section 143 (c) is hereby a ended to read 
as follows : "Every person required to deduct and withhold any tax 
under 'this section shall, on or before March 15 of e. ch year, make 
return thereof and pay the tax to the collector desig ated in section 
53 (b)·" 
SEC. 220. EMPLOYEES OF UNITED STATES WORKING. I~ POSSESSIONS 
OF THE UNITED STATES OR IN THE CANAt ZONE. 
Effective with respect to taxable years beginning aft r December 31, 
1949, section 251 (relating to income from sources withi possessions of 
United States) is hereby amended by adding at . the tlnd thereof the 
following new ·subsection : ~ 
"(j) EMPLOYEES OF UNITED STATEs.-For the purp ses of this sec-
tion, amounts paid for services performed by a citize of the United 
States as an employee of the United States or any agenljy thereof shall 
be deemed to be derived from sources within the United $tates." 
SEC. 221. RESIDENTS OF PUERTO RICO. I 
(a) INcoME oF INDIVIDUALS FRoM SoURcEs WITHIN :PUERTO Rico.-
Section 251 (d) (relating to income £rom sources WI~t 1in possessions 
of United States) is hereby amended to read as follows: 
" (d) DEFINITION.-As used in this section the ter . 'possession of 
the United States' does not include the Virgin Island~ of the United 
States, and such term when used with respect to citizen of the United 
States does not include Puerto Rico." 
(b) CITIZENS OF THE UNITED STATES RESIDING IN ]PUERTO Rico.-
Section 252 (a) (relating to citizens of possessions of the United 
States) is hereby amended by adding at the end thereo the following 
new sentence: "This subsection shall have no applicati n in the case of 
a citizen of Puerto Rico." 
(c) TAxATION OF INCOME OF RESIDENTS OF PUERTO Rico.-Section 
116 (relating to exclusions from gross income) is hereby amended by 
adding at the end thereof the following new subsection : 
"(l) INCOME FnoM SouRcEs WITHIN PuERTO Rrco.-
"(1) REsiDENT OF PUERTO Rrco FOR ENTIRE TAXABLE YEAR.-In 
the case of an individual who is a bona fide resident of Puerto Rico 
during the entire taxable year, income derived from sources within 
Puerto Rico (except amounts received for services performed as 
an employee of the United States or any agency thereof) ; but such 
individual shall not be allowed as a deduction from his gross 
income any deductions properly allocable to or chargeable against 
amounts excluded from gross income under this paragraph. 
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"(2) TAXABLE YEAR OF CHANGE OF RESIDENCE FROM PUERTO 
RICo.-In the case of an individual citizen of the United States, 
who has been a bona fide resident of Puerto Rico for a period of at 
least two years before the elate on which he changes his residence 
from Puerto Rico, income deri-ved from sources therein (except 
amounts received for services performed as an employee of the 
United States or any agency thereof) which is attributable to 
that part of such period of Puerto Rican residence before such 
elate; but such individual shall not be allowed as a deduction from 
his gross income any deductions properly allocable to or charge-
able against amounts excluded from gross income under this 
paragraph." 
(d) ALmNs RESIDING IN PUERTO RICo.-Supplem(mt H (relating to 
nonresident alien individuals) is hereby amended by adding at the end 
thereof the following new section : 
"SEC. 220. ALIEN RESIDENTS OF PUERTO RICO. 
" (a) No APPLICATION TO CERTAIN ALmN REsiDENTS OF PUERTO 
RICo.-The provisions of this supplement shall h::we no application to 
an alien individual who is a bona fide resident of Puerto Rico during 
the entire taxable year, and such alien shall be subject to the taxes 
imposed by sections 11 and12. 
"(b) CRoss REFERENCE.- For exclusion from gross income o£ income 
derived from sources within Puerto Rico, see section 116 (1) (1) ." 
(e) WITHHOLDING oN ALmN RESIDENTS OF PUERTO RICo.- Section 
143 (a) ( 1) (relating to withholding of tax at source on tax-free 
covenant bonds) and section 143 (b) (relating to withholding of 
tax at source on dividends, interest, etc., paid to nonresident aliens) 
are each amended by adding at the end thereof the following: "As used 
in this subsection the term 'nonresident alien individual' includes an 
alien resident of Puerto Rico." 
(f) WITHHOLDING OF TAx ON WAGES.-
. (1) Section 1621 (a) (6) (relating to collection of income tax 
at source on wages) is hereby amended to read as follows: 
" ( 6) for services performed by a nonresident alien individual, 
other than (A) a resident of a contiguous cotmtry who enters and 
leaves the United States at frequent intervals, or (B) a resident 
of Puerto Rico if such services are performed as an employee of 
the United States or any agency thereof, or". 
(2) Section 1621 (a) (8) (relating to collection of income tax 
at source on wages) is hereby amended by striking out subpara-
graJ?h (B) thereof and inserting in lieu thereof the following: 
"(B) for services for an employer (other than the United 
States or any agency thereof) performed by a citizen of the 
United States within a possession of the United States (other than 
Puerto Rico), if it is reasonable to believe that at least 80 per 
centum of the remuneration to be paid to the employee by such 
employer during the calendar year will be for such services, or 
"(C) for services for an employer (other than the United 
States or any agency thereof) performed by a citizen of the United 
States within Puerto Rico, if it is reasonable to believe that during 
the entire calendar year the employee will be a bona fide resident 
of Puerto Rico, or". 
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(g) DECLARATION OF EsTIMATED TAx.-Section 58 (a) (relating to 
declaration of estimated tax by individuals) is hereby amended by 
inserting after "Chapter 9 is not made -applicable" the following: 
", but including every alien individual who is a resident of Puerto 
Rico during the entire taxable year". , 
(h) FoREIGN TAx CREDIT.-Paragraphs (2) and (3) of section 131 
(a) (relating to allowance of credit) are hereby amended to read as 
follows: 
"(2) RESIDENT OF THE UNITED STATES OR PUERTO Rrco.-In the 
case of a resident of the United States and in the case of an 
individual who is a bona fide resident of Puerto Rico during the 
entire taxable year, the amotmt of any such taxes paid or accrued 
during the taxable year to any possession of the United States; 
and 
" ( 3) ALIEN RESIDENT OF THE U mTED STATES OR PUERTO Rrco.-
In the case of an alien resident of the United States and in the 
case of an alien individual who is a bona fide resident of Puerto 
Rico during the entire taxable year, the amount of any such taxes 
paid or accrued during the ta.xable year to any foreign country, 
if the foreign country of which such alien resident is a citizen 
or subject, in imposing such taxes, allows a similar credit to citi-
zens of the United States residing in such country; and". 
(i) CoLLECTION OF TAxES IN PUERTO Rrco.-Section 3811 (relating 
to collection of taxes in Puerto Rico and the Virgin Islands) is hereby 
amended to read as follows : 
"SEC. 3811. COLLECTION OF TAXES IN PUERTO RICO AND VIRGIN 
ISLANDS. 
"(a) PUERTO Rico.-Notwithstanding any other provision of law 
respectin~ taxation in Puerto Rico, all taxes imposed by chapter 1, 
and by subchapters A and D of chapter 9, shall be collected under the 
direction of the Secretary and shall be paid into the Treasury of the 
United States as internal revenue collections. All provisions of the 
laws of the United States applicable to the administration, collection, 
and enforcement of any tax imposed upon the incomes of individuals, 
estates, and trusts by chapter 1 (including the provisions relating to 
The Tax Court of the United States), and of any tax imposed by 
subchapter A or by subchapter D of chapter 9, shall, in respect to 
such tax, extend to and be applicable in Puerto Rico in the same 
manner and to the same extent as if Puerto Rico were a State, and 
as if the term 'United States' when used in a geographical sense 
included Puerto Rico. 
"(b) VIRGIN IsLANDs.-Notwithstanding any other provision of 
law respecting taxation in the Virgin Islands, all taxes imposed by 
subchapter E of chapter 1, and by subchapter A of chapter 9, shall 
be collected under the direction of the Secretary and shall be paid 
into the Treasury of the United States as internal revenue collections. 
All provisions of the laws of the United States applicable to the 
administration, collection, and enforcement of the tax imposed by . 
subchapter E of chapter 1 (including the provisions relating to The 
Tax Court of the United States), and of any tax imposed by sub-
chapter A of chapter 9, shall, in respect to such tax, extend to ahd be 
applicable in the Virgin Islands in the same manner and to the saro.e 
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extent as if the Virgin Islands were a State, and as if the term 'United 
States' when used in a geographical sense included the Virgin Islands. 
" (c) DEFINITION.-As used in this section, the term 'tax' includes 
any penalty with respect to the tax, any addition to the tax, and any 
additional amount with respect to the tax, provided for by any law 
of the United States." 
(j) TECHNICAL Al'viENDl\IENTS.-
(1) Section 481 (a) (7) (relating to the definition of net earn-
ings from self-employment) is herel::iy amended to read as follows: 
"(7) (A) In the case of any taxable year beginning before the 
effective date specified in section 3810, the term 'possession of the 
United States' when used in section 251 with respect to citizens of 
the United States shall include Puerto Rico; 
" (B) In the case of any taxable year beginning on or after the 
effective date specified in section 3810, a resident of Puerto Rico 
shall compute his net earnings from self-employment in the same 
manner as a citizen of the United States but without regard to 
the provisions of section 116 (l)." 
(2') Section 211 (a) (7) (relatingto the definition of net earn-
ings from self-employment) of the Social Security Act is hereby 
amended to read as follows·: 
"(7) (A) In the case of any taxable year beginning before the 
effective date specified in section 219, the term 'possession of the 
United States' when used in section 251 of the Internal Revenue 
Code with respect to citizens of the United States shall include 
Puerto Rico ; 
"(B) In the case of any taxable year beginning on or after 
the effective date specified in section 219, a resident of Puerto Rico 
shall compute his net earnings from self-employment in the same 
manner as a citizen of the United States but without regard to the 
provisions of section 116 (l) of such code." 
(k) . EFFEcTIVE DATE.-The amendments made by this section 
shall be applicable with respect to taxable years beginning after 
December 31, 1950, except that the amendments made by subsection 
(f) shall be applicable with respect to wages paid on or after January 
1, 1951, and except that the amendment made by subsection (i) shall 
be effective on the date of the enactment of this Act. 
SEC. 222. REGULATED INVESTMENT COMPANIES. 
Effective with respect to taxable years ending after the date of the 
enactment of this Act, section 362 (b) (relating to method of taxa-
tion of regulated inv:estment companies and shareholders) is hereby 
amended by adding at the end thereof the following : 
" ( 8) For the purposes of this· subsection, any dividend or por-
tion thereof declared by a company after the close of the taxable 
year and prior to the time prescribed by law for the filing of its 
return for the taxable year (including the period of any extension 
of time granted for filing such return) shall, to the extent the 
company so elects in such return, be treated as having been paid 
during such taxable year, but only if distribution of such dividend 
is actually made to shareholdeFs in the 12-month period following 
the close of such taxable year and not later than the date of the 
first regular dividend payment made after such declaration." 
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SEC. 223. PERSONAL HOLDING COMPANY INCOME • 
. . 
Section 502 (f) of the Internal Revenue Code (relating to use of 
corporation property by a shareholder) shall not apply wrth respect 
to rents received during taxable years ending · after December 31, 
1945, and before J anuary 1, 1950, if such rents were received for the 
use by the lessee, in the operation of a bona fide commercial, indus-
trial, or mining enterprise, of property of the taxpayer. 
TITLE Til-TREATMENT OF INCOME OF, 
GIFTS AND BEQUESTS TO, CERTAIN 
EXEMPT ORGANIZATIONS 
AND 
TAX-
Part !-Taxation of Business Income of Certain Tax-Exempt 
Organizations 
SEC. 301. INCOME OF EDUCATIONAL, CHARITABLE, AND CERTAIN 
OTHER EXEMPT ORGANIZATIONS. 
(a) TAx oN CERTAIN TYPES oF INCOME.-Supplement U of chapter 
1 is hereby amended to read as follows : 
"Supplement U-Taxation of Business Income of 
Certain Section 101 Organizations 
"SEC. 421. IMPOSITION OF TAX. 
" (a) IN GENERAL.-There shall be levied, collected, and paid for 
each taxable year beginning after December 31, 1950- . 
"(1) upon the supplement U net income (as defined in subsec-
tion (c) ) of every organization described in subsection (b) ( 1), 
a normal tax of 25 per centum of the supplement U net income, 
and a surtax of 20 per centum of the amount of the supplement U 
net income in excess of $25,000. 
"(2) upon the supplement U net income of every trust described 
in subsection (b) (2), a normal tax computed at the rate and in · 
the manner provided in section 11 and a surtax computed at the 
rates and in the manner provided in section 12 (b) . In making 
such computations for the purposes of this section, the term 'the 
amount of the net income in excess of the credits against net 
income provided in section 25' as used in section 11 shall be read 
as 'the amount of the supplement U net income' and the term 
'surtax net income' as used in section 12 (b) shall be read as 
'supplement U net income'. 
"(b) ORGANIZATIONS SUBJECT TO TAx.-
"( 1) ORGANIZATIONS TAXABLE AS CORPORATlONS.-The t axes 
imposed by subsection (a) ( 1) shall apply in the case of any 
organization (other than a church, a convention or association 
of churches, or a trust described in paragraph (2)) which is 
exempt, except as provided in this supplement, from taxation 
under this chapter by reason of paragraph (1), (6), or (7) of 
section 101. Such taxes shall also apply in the case of a corpora-
tion described in section 101 (14) if the income is payable to an 
organization which itself is subject to the tax imposed by subsec-
tion (a) or to a church or to a convention or association of 
churches. 
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"(2) TRUSTS TAXABLE AT INDIVIDUAL .RATES.-The taxes imposed 
by subsection (a) (2) shall apply in the case of any trust which 
is exempt, except as provided in this supplement, from taxation 
under this chapter by reason of paragraph ( 6) of section 101 and 
which, if it were not for such exemption, would be subject to the 
provisions of supplement E. 
"(c) DEFINITION OF SUPPLEMENT U NET lNCOME.-The term 'sup-
plement U net income' of an organization means the amount by which 
its unrelated business net income (as defined in section 422) exceeds 
$1,000. 
"(d) FoREIGN ORGANIZATIONs.-The supplement U net income of 
an organization described in subsection (b) (1) or (2) which is a 
foreign organization shall be its supplement U net income derived 
from sources within the United States determinedn1 accordance with 
the rules of section 119 and sections 212, 213 (a), 231 (c) and (d), and 
232 (a). 
"SEC. 422. UNRELATED BUSINESS NET INCOME. 
"(a) DEFINITION.-The term 'unrelated business net income' means 
the gross income derived by any organization from any unrelated trade 
or business (as defined in subsection (b)) regularly carried on by it, 
less the deductions allowed by section 23 which are directly connected 
with the carrying on of such trade or business, subject to the following 
exceptions, additions, andllinitations: 
"(1) There shall be excluded all dividends, interest, and annui-
ties, and a.ll deductions directly connected with such income. 
"(2) There shall be excluded all royalties (including overriding 
royalties) whether measured by production or by gross or net 
income from the property, and all deductions directly connected 
with such income. 
"(3) There shall be excluded all rents from real property 
(including personal property leased with the real property), and 
all deductions directly connected with such rents. 
"(4) Notwithstanding paragraph (3), in the case of a supple-
ment U lease (as defined in section 423 (a) ) there shall be included, 
as an item of gross income derived from an unrelated trade or 
business, the amount ascertained under section 423 (d) (1) and 
there shall be allowed, as a deduction, the amount ascertained 
under section 423 (d) (2). 
" ( 5) There shall be excluded all gains or losses from the sale, 
exchange, or other disposition of property other than (A) stock in 
trade or other property of a kind which would properly be includ-
ible in inventory if on hand at the close of the taxable year, or (B) 
property held primarily for sale to customers in the ordinary 
course o£ the trade or business. This paragraph shall not apply 
with respect to the cutting of. timber which is considered, upon 
the application of section 111 ' (k) (1), as a sale or exchange of 
such timber. 
"(6) The net operating loss deduction provided in section 23 
( s) shall be allowed, except that-
"(A) the net operating loss for any taxable year, the 
amount of the net operating loss carry-back or carry-over to 
any tax-able year, and the net operating loss deduction for any 
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taxable year shall be determined under section 122 without 
taking into account any amount of income or deduction which 
is excluded under this supplement in computing the unrelated 
business net income; and 
"(B) the terms 'preceding taxable year' and 'preceding 
taxable years' as used in section 122 shall not include any 
taxable year for which the organization was not subject to 
the provisions of this supplement. 
"(7) There shall be excluded all income derived from research 
for (A) the United States, or any of its agencies or instrumen-
talities, or (B) any State or political subdivision thereof; and 
there shall be excluded all deductions directly connected with such 
income. 
"(8) (A) In the case of a college, university, or hospital, there 
shall be excluded all income derived from research performed for 
any person, and all deductions directly connected with such 
income. 
" (B) In the case of an organization operated primarily for the 
purposes of carrying on fundamental research the results of which 
are freely available to the general public, there shall be excluded 
all income derived from research performed for any person, and 
all deductions directly connected with such income. 
"(9) (A) In the case of any organization described in section 
421 (b) ( 1), the so-called 'charitable contribution' deduction 
allowed by section 23 ( q) shall be allowed (whether or not directly 
connected with the carrying on of the trade or business), but shall 
not exceed 5 per centum of the unrelated business net income com-
puted without the benefit of this subparagraph. 
"(B) In the case of any trust described in section 421 (b) (2), 
the so-called 'charitable contribution' deduction allowed by sec-
tion 23 ( o) shall be allowed (whether or not directly connected 
with the carrying on of the trade or business), and for such 
purpose a distribution made by the trust to a beneficiary described 
in section 23 ( o) shall be considered as a gift or contribution. 
The deduction allowed by this subparagraph shall not exceed 15 
per centum of the unrelated business net income computed with-
out the benefit of this subparagraph. 
If a trade or business regularly carried on by a partnership of which 
an organization is a member is an unrelated trade or business with 
respect to such organization, such organization in computing its unre-
lated business net income shall, subJect to the exceptions, additions, 
and limitations contained in paragraphs (1) through (9) above, 
include its share (whether or not distributed) of the gross income 
of the partnership from such unrelated trade or business and its share 
of the partnership deductions directly connected with such gross 
income. If the taxable year of the organization is different from that 
of the partnership, the amounts to be so included or deducted in com-
puting the unrelated business net income shall be based upon the 
income and deductions of the partnership for any taxable year of the 
partnership (whether beginning on, before, or after January 1, 1951) 
ending within or with the taxable year of the organization. 
"(b) UNRELATED TRADE OR BusrNEss.-The term 'unrelated trade 
or business' means, in the case of any organization subject to the tax 
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imposed by section 421 (a), any trade or business the conduct of 
which is not substantially related (aside from the need of such organi-
zation for income or funds or the use it makes of the profits derived) 
to the exercise or performance by such organization of its charitable, 
educational, or other purpose or function constituting the basis for its 
exemption under section 101, except that such term shall not include 
any trade or business-
" (1) in which substantially all the work in carrying on such 
trade or business is performed for the organization without com-
pensation; or 
"(2) which is carried on, in the case of an organization 
described in section 101 ( 6), by the organization primarily for 
the convenience of its members, students, patients, officers, or 
employees; or · 
" ( 3) which is the selling of merchandise, substantially all of 
which has been received by the organization as gifts or con-
tributions. 
The term 'unrelated trade or business' means, in the case of a trust 
computing its unrelated business net income under this section for 
the purposes of section 162 (g) ( 1) , any trade or business regularly 
carried on by such trust or by a partnership of which it is a member. 
"SEC. 423. SUPPLEMENT U LEASE. 
"(a) DEFINITION OF SuPPLEMENT U LEASE.-The term 'supplement 
U lease' means a lease for a term of more than five years of real 
p roperty by an organization (or by a partnership of which it is a 
member), if at the close of the lessor's taxable year there is a supple-
ment U lease indebtedness (as defined in subsection (b)) with respect 
to such property. In computing the term of a lease which contains 
an option for renewal or extension, the term of such lease shall be 
considered as including any period for which such option may be 
exercised; and the term of any lease made pursuant to an exercise of 
such option shall include the period during which the prior lease 
was in effect. If real property is acquired subject to a lease, the term 
of such lease shall be considered to begin on the date of such acquisi-
tion. No lease shall be considered a supplement U lease if (A) such 
lease is entered into primarily for purposes which are substantially 
related (aside from the need of such organization for income or funds 
or the use it makes of the rents derived) to the exercise or performance 
by such organization of its charitable, educational, or other purpose 
or function constituting the basis for its exemption under section 101, 
or (B) the lease is of premises in a building primarily designed for 
occupancy, and occupied, by the organization. If a lease for more than 
five years to a tenant is for only a portion of the r eal property, and 
space in the real property is rented during the taxable year under a 
lease for not more than five years to any other tenant of the organiza-
tion, leases of the real property for more than five years shall be 
considered as supplement U leases during the taxable year only if-
" (1) the rents derived from the real property during the tax-
able year under such leases represent 50 per centum or more of 
the total rents derived during the taxable year from the real · 
property; or the area of the premises occupied under such leases 
represents, at any time during the taxable year, 50 per centum or 
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more of the total area of the real property rented at such time ; or 
"(2) the rent derived from the real property during the tax-
able year from any tenant under such a lease, or from a group of 
tenants (under such leases) who are (A) members of an affiliated 
group (as defined in section 141) or (B) partners, represents more 
than 10 per centum of the total rents derived during the taxable 
year from such property; or the area of · the premises occupied 
by any one such tenant, or by any such group of tenants, represents 
at any time during the taxable year more than 10 per centum of 
the total area of the real property rented at such time. 
"(b) SUPPLEMENT U LEASE INDEBTEDNESs.-The term 'supplement 
U lease indebtedness' means, with respect to any real property leased 
for a term of more than five years, the unpaid amount of-
" ( 1) the indebtedness incurred by the lessor in acquiring or 
improving such property; 
"(2) the indebtedness incurred prior to the acquisition or 
improvement of such property if such indebtedness would not 
have been incurred but for such acquisition or improvement; and 
" ( 3) the indebtedness incurred subsequent to the acquisition or 
improvement of such property if such indebtedness would not 
have been incurred but for such acquisition or improvement and 
the incurrence of such indebtedness was reasonably foreseeable at 
the time of such acquisition or improvement. 
Where real property is acquired subject to a mortgage or other similar 
lien, the amount of the indebtedness secured by such mortgage or lien 
shall be considered (whether the acquisitien was by gift, devise, or 
purchase) as an indebtedness of the lessor incurred in acquiring such 
property even though the lessor did not assume or agree to pay such 
indebtedness, e.xcept. that where real prop~rty was acquired by gift, 
bequest, or devise pnor to July 1, 1950, subJect to a mortgage or other 
similar lien, the amount of such mortgage or other similar lien shall 
not be considered as an indebtedness of the lessor incurred in acquiring 
such property. Where real property was acquired by gift, bequest, 
or devise prior to July 1, 1950, subject to a lease requiring improve-
ments in such property upon the happening of stated contingencies, 
indebtedness incurred in improving such property in accordance with 
the terms of such lease shall not be considered as an indebtedness for 
purposes of this subsection. In the case of a corporation described 
in section 101 (14), all of the stock of which was acquired prior to 
July 1, 1950, by an organization described in paragraph (1), (6), 
or ('7) o£ section 101 (and more than one-third o£ such stock was 
acquired by such organization by gift or bequest), any indebtedness 
incurred by such corporation prior to July 1, 1950, and any indebted-
ness incurred by such corporation on or after such elate in improving 
real property in accordance with the terms of a lease entered into 
prior to such date, shall not be considered as an indebtedness with 
resp-ect to such corporation or such organization for purposes of this 
subsection. In determining the amount of the supplement U lease 
indebtedness where only a portion of the real property is subject to a 
supplement U lease, proper allocation to the premises covered by such 
lease shall be made of the indebtedness incurred by the lessor with 
respect to the real property. 
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"(c) PERSONAL PROPERTY LEASED WrrH REAL PRoPERTY.-For the 
purposes of this section, the term 'real property' and th~ term 'prem-
ises' include personal property of the lessor leased by rt to a lessee 
of its real estate if the lease of such personal property is made under, 
or in connection with, the lease of such real estate. 
" (d) TREATMENT OF SuPPLEMENT U LEASE RENTS AND DEDuc-
TIONs.-In computing under section 422 (a) the unrelated business 
net income for any taxable year-
"(1) PERCENTAGE OF RENTS TAKEN INTO ACCOUNT.-There shall 
be included with respect to each supplement U lease, as an item 
of gross income derived from an unrelated trade or business, 
an amount which is the same percentage (but not in excess of 
100 per centum) of the total rents derived during the taxable 
year under such lease as (A) the supplement U lease indebtedness, 
at the close of the taxable year, with respect to the premises cov-
ered by such lease is of (B) the adjusted basis, at the close of 
the taxable year, of such premises. . 
"(2) PERCENTAGE OF DEDUCTIONS TAKEN INTO ACCOUNT.-There 
shall be allowed with respect to each supplement U lease, as a 
deduction to be taken into account in computing unrelated 
business net income, an amount which is the same percentage 
(but not in excess of 100 per centum) of the sum determined 
under paragraph (3) as the amount determined under clause 
(A) of paragraph (1) is of the amount determined under clause 
(B) of such paragraph. 
" ( 3) DEDUCTIONS ALLOW ABLE.-The sum referred to in para-
graph (2) is the sum of the following deductions allowable under 
section 23: 
"(A) Taxes and other expenses paid or accrued during 
the taxable year upon or with respect to the real property 
subject to the supplement U lease. 
" (B) Interest paid or accrued during the taxable year on 
the supplement U lease indebtedness. 
" (C) A reasonable allowance for exhaustion, wear and tear 
(including a reasonable allowance for obsolescence) of the 
real property subject to such lease. 
Where only a portion of the real property is subject to the supplement 
U lease, there shall be taken into account under subparagraph (A), 
(B), or (C) only those amounts which are properly allocable to the 
premises covered by such lease. · 
"SEC. 424. TAXES OF FOREIGN COUNTRIES AND POSSESSIONS OF THE 
UNITED STATES. 
"The amount of income, war-profits, and excess-profits taxes 
imposed by foreign countries or possessions of the United States shall 
be allowed as a credit against the tax of an organization subject to 
the tax imposed by section 421 (a) to the extent provided in section 
131; and in the case of the tax imposed by section 421 (a), the term 
'normal-tax net income' and the term 'net income' as used in section 
131 shall be read as 'supplement U net income'." 
(b) FEEDER 0RGANIZATIO'Ns.-Section 101 is hereby amended by 
adding at the end thereof the followjng paragraph: 
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"An organization operated for the primary purpose of carrying on 
a trade or business for profit shall not be exempt under any paragraph 
of this section on the ground that all of its profits are payable to one 
or more organizations exempt under this section from taxation. For 
the purposes of this paragraph the term 'trade or business' shall not 
include the rental by an organization of its real property (including 
personal property leased with the real property)." 
(c) TECHNICAL AMENDMENTS.-
(1) Section 101 is hereby amended (A) by striking out "The 
followin*" organizations shall be exempt" and insertmg in lieu 
thereof 'Except as provided in supplement U, the following 
organizations shall be exempt", and (B) by adding at the end of 
such section (following the paragraph added by subsection (b) 
of this section) the following paragraph: 
''Notwithstanding supplement U, an organization described in this 
section (other than in the preceding paragraph) shall be considered an 
organization exempt from income taxes for the purpose of any law 
which refers to organizations exempt from income taxes." 
(2) Section 117 (c)- (1) is hereby amended by inserting before 
"and 500" the following: "421,". 
( 3) Section 117 (c) ( 2) is hereby amended by inserting after 
"sections 11 and 12" the following: " (or, in the case of certain 
tax-exempt trusts, in lieu of the tax imposed by section 421) ". 
( 4) Section 143 is hereby amended by adding at the end thereof 
the following new subsection: 
"(h) WITHHOLDING ON CERTAIN FoREIGN TAx-ExEMPT 0RGANIZA-
TIONs.-In the case of income of a foreign organization subject to the 
tax imposed by section 421 (a), the provisions of this section and sec-
tion 144 shall apply to rents includible under section 422 in computing 
its unrelated business net income, but only to the extent and subject 
to such conditions as may be provided under regulations prescribed by 
the Secretary." 
(5) Supplement H is hereby amended by adding at the end 
thereof the following new section: 
"SEC. 221. FOREIGN EDUCATIONAL, CHARITABLE AND CERTAIN 
OTHER EXEMPT ORGANIZATIONS. 
"For special provisions relating to foreign educational, charitable 
and other exempt trusts, see section 421 (d)." 
(6) Supplement I is hereby amended by adding at the end 
thereof the following new section: 
"SEC. 238. FOREIGN EDUCATIONAL, CHARITABLE AND CERTAIN 
OTHER EXEMPT ORGANIZATIONS. 
"For special provisions relating to foreign educational, charitable 
and certain other exempt organizations, see section 421 (d)." 
SEC. 302. EXEMPTION OF CERTAIN ORGANIZATIONS FOR PAST YEARS. 
(a) 'TRADE OR BusiNESS NoT UNRELATED.-For any taxable year 
beginning prior to January 1, 1951, no organization shall be denied 
exemption under paragraph (l), (6), or (7) of section 101 of the 
Internal Revenue Code on the grounds that it is carrying on a trade or · 
business for profit if the income from such trade or l,msiness would not 
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be taxable as u~related business income under the provisions of Sup-
plement U of the Internal Revenue Code, as amended by this Act, or if 
such trade or business is the rental by such organization of its real 
property (including personal property leased with the real property). 
(b) P ERIOD OF LIMITATIONs.-In the case of an organization which 
would otherwise be exempt under section 101 of the Internal Revenue 
Code were it not carrying on a trade or business for profit, the filing of 
the information return required by section 54 (f) of the Internal 
Revenue Code (relating to returns by tax-exempt organizations) for 
any taxable year beginning prior to January 1, 1951, shall be deemed 
to be the filing of a return for the purposes of section 275 of the Internal 
Revenue Code (relating to period of limitation upon assessment and 
collection) . In the case of such an organization which was, by the 
provisions of section 54 (f) of the Internal Revenue Code, specifically 
not required to file such information return, for the purposes of the 
preceding sentence a return shall be deemed to have been filed at the 
time when such return should have been filed had it been so required. 
The provisions of this subsection shall not apply to a taxable year of 
such an organization with respect to which, prior to September 20, 
1950, (1) any amount of tax was assessed or paid, or (2) a notice of 
deficiency under section 272 of the Internal Revenue Code was sent 
to the taxpayer. 
(c) DENIAL oF llioucTroNs.-A gift or bequest to an organization 
prior to January 1, 1951, for religious, charitable, scientific, literary, or 
educational purposes (including the encouragement of art and the pre-
. vention of cruelty to children or animals) otherwise allowable as a 
deduction under section 23 (o) (2), 23 (q) (2), 162 (a), 505 (a) (2), 
812 (d), 861 (a) (3), 1004 (a) (2) (B), or 1004 (b) (2) or (3) of the 
Internal Revenue Code, may not be denied under such sections if a 
denial of exemption to such organization for the taxable year of the 
organization in which such gift or bequest was made is prevented by 
the provisions of subsections (a) or (b) of this section. 
SEC. 303. EFFECTIVE DATE OF PART I. 
The amendments made by this part shall be applicable only with 
respect to taxable years beginning after December 31, 1950. The deter-
mination as to whether an organization is exempt under section 101 
of the Internal Revenue Code from taxation for any taxable year 
beginning before January 1, 1951, shall be made as if section 301 (b) 
of this Act had not been enacted and without inferences drawn from 
the fact that the amendment made by such section is not expressly made 
applicable with respect to taxable years beginning before January 
1, 1951. 
Part 11-Charitable, etc., Deductions of Trusts Not Exempt From 
Taxation 
SEC. 321. CHARITABLE, ETC., DEDUCTIONS OF TRUSTS. 
(a) AMENDMENT OF SECTION 162.-Section 162 is hereby amended 
by adding at the end thereof the following : 
· "(g) RuLEs FOR APPLICATION oF SunsEcTioN (a) IN Tim CAsE oF 
TRUSTS.-
"(1) TRADE OR BUSINESS INCOME.-In computing the deduction 
allowable under subsection (a) to a trust for any taxable year 
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beginning after December 31, 1950, no amount otherwise allow-
able under subsection (a) as a deduction shall be allowed as a 
deduction with respect to income of the taxable year which is 
allocable to its Supplement U business income for such year. As 
used in this paragraph the term 'Supplement U business income' 
means an amount equal to the amount which, if such trusts were 
exempt under section 101 (6) from taxation, would be computed 
as its unrelated business net income under section 422 (relating 
to income derived from certain business activities and from certain 
leases). 
"(2) OPERATIONS OF TRUSTS.-
"(A) LIMITATION ON CHARITABLE, ETC., DEDUCTION.-The 
amount otherwise allowable under subsection (a) as a dednc-
tion shall not exceed 15 per centum of the net income of the 
trust (computed without the benefit of subsection (a) ) if the 
trust has engaged in a prohibited transaction, as defined in 
subparagraph (B) of this paragraph. 
" (B) PROHIBITED TRANSACTIONS.-For the purposes of this 
paragraph the term 'prohibited transaction' means any trans-
action after July 1, 1950, in which any trust while holding 
income or corpus which has been permanently set aside or is 
to be used exclusively for charitable or other purposes 
described in subsection (a)-
" ( i) lends any part of such income or corpus, without 
receipt of adequate security and a reasonable rate of 
interest, to ; 
"(ii) pays any compensation from such income or 
corpus, in excess of a reasonable allowance for salaries 
or other compensation for personal services actually 
rendered, to; 
" (iii) makes any part of its services available on a 
preferential basis to; 
"(iv) uses such income or corpus to make any sub-
stantial purchase of securities or any other property, 
for more than an adequate consideration in money or 
money's worth, from ; 
" ( v) sells any substantial part of the securities or 
other property comprising such income or corpus, for 
less than an adequate consideration in money or money's 
worth, to ; or 
" (vi) engages in any other transaction which results 
in a substantial diversion of such income or corpus to; 
the creator of such trust; any person who has made a substan-
tial contribution to such trust; a member of the family (as 
defined in section 24 (b) (2) (D)) of an individual who is 
the creator of the trust or who has made a substantial con-
tribution to the trust; or a corporation controlled by any such 
creator or person through the ownership, directly or indi-
rectly, of 50 per centum or more Gf the total combined voting 
power of all classes of stock entitled to vote or 50 per centum 
or more of the total value of shares of all classes of stock of 
the corporation. 
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" (C) TAxABLE YEAns AFFECTED.-The amount otherwise 
allowable under subsection (a) as a deduction shall be limited 
as provided in subparagTaph (A) only for taxable years sub-
sequent to the taxable year during which the trust is notified 
by the Secretary that it has engaged in such transaction, 
unless such trust entered into such prohibited transaction 
with the purpose of diverting such corpus or income from 
the purposes described in subsection (a), and such transaction 
involved a substantial part of such corpus or income. 
"(D) FUTURE CHAUITABLE, ETC., DEDUCTIONS OF TRUSTS 
DENillD DEDUCTION UNDER SUBPARAGRAPH (C).-If the deduc-
tion of any trust under subsection (a) has been limited -as 
provided in this paragraph, such trust, with respect to any 
taxable year following the taxable year in which notice is 
received of limitation of deduction under subsection (a), 
may, under regulations prescribed by the Secretary, file 
claim for the allowance of the unlimited deduction under 
subsection (a), and if the Secretary, pursuant to such regu-
lations, is satisfied that such trust will not knowingly again 
engage in a prohibited transaction, the limitation provided 
in subparagraph (A) shall not he applicable with respect 
to taxable years subsequent to the year in which such claim 
is filed. 
"(E') DISALLOWANCE OF CERTAIN CHARITABLE, ETC., DEDUC-
TIONS.-No gift or bequest for religious, charitable, scientific, 
literary, or educational purposes (including the encourage-
ment of art and the prevention of cruelty to children or 
animals), otherwise allowable as a deduction under section 
23 (o) (2),23 (q) (2),162 (a),505 (a) (2),812 (d),861 
(a) (3), 1004 (a) (2) (B), or 1004 (h) (2) or (3), shall be 
allowed as a deduction if made in trust and, in the taxable 
year of the trust in which the gift or bequest is made, the 
deduction allowed the trust under subsection (a) is limited by 
subparagraph (A). With respect to any taxable year of 
a trust in which such deduction has been so limited by 
reason of enterin~ into a. prohibited transaction with the 
. purpose of divertmg such corpus or income from the pur-
poses described in subsection (a), and such transaction 
involved a substantial part of such income or corpus, and 
which taxable year is the same, or prior to the, taxable year 
of the trust in which such prohibited transaction occurred, 
such deduction shall be disallowed the donor only if such 
donor or (if such donor is an individual) any member of 
his family (as defined in section 24 (h) (2) (D)) was a party 
to such prohibited transaction. . 
" (F) DEFINITION.-For the purposes of this paragraph the 
term 'gift or bequest' means any gift, contribution, bequest, 
devise, legacy, or transfer. 
"(3) CRoss REFERENCE.-For disallowance of certain charitable, 
etc., deduction's otherwise allowable under subsection (a), see 
section 3813. 
" ( 4) AccuMULATED INCOME.-If the amounts permanently set 
aside, or to he used exclusively, .for the charitable and other pur-
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poses described in subsection (a) during the taxable year or any 
prior taxable year and not actually paid out by the end of the . 
taxable year- · 
"(A) are unreasonable in amount or duration in order to 
carry out such purposes of the trust; or 
" (B) are used to a substantial degree for purposes other 
than those described in subsection (a) ; or 
" (C) are in vested in such a manner as to jeopardize the 
interests of the religious, charitable, scientific, etc., bene-
ficiaries, 
the amount otherwise allowable under subsection (a) as a deduc-
tion shall be limited to the amount actually paid out during the 
taxable year and shall not exceed 15 per centum of the net income 
of the trust (computed without the benefit of subsection (a))." 
(b) TECHNICAL AMENDMENT.-Section 162 (a) is hereby amended 
by striking out "There shall be allowed as a deduction" and insertinO' 
in lieu thereof "Subject to the provisions of subsection (g), there shall 
be allowed as a deduction". 
SEC. 322. EFFECTIVE DATE OF PART II. 
The amendments made by this part shall be applicable only with 
respect to taxable years beginning after December 31, 1950, except that 
subsection (g) (2) (E) of section 162 of the Internal Revenue Code, 
added by section 321 (a) of this Act, shall apply only with respect to 
gifts or bequests (as defined in section 162 (g) (2) (F) of the Internal 
Revenue Code) made on or after January 1, 1951. 
Part III-Loss of Exemption Under Section 101 (6) and Disallow-
ance of Certain Gifts and Bequests 
SEC. 331. EXEMPTION OF CERTAIN ORGANIZATIONS UNDER SECTION 
101 (6) AND DEDUCTIBILITY OF CONTRIBUTIONS MADE TO 
SUCH ORGANIZATIONS. . 
Chapter 38 is hereby amended by inserting at the end thereof the 
following new sections: 
"SEC. 3813. REQIDREMENTS FOR EXEMPTION OF CERTAIN OR-
GANIZATIONS UNDER SECTION 101 (6) AND FOR DE-
DUCTIBILITY OF CONTRIBUTIONS MADE TO SUCH 
ORGANIZATIONS. 
"(a) ORGANIZATIONs TO WmcH SECTION APPLIES.-This section 
shall apply to any organization described in section 101 (6) except--
" ( 1) a religious organization (other than a trust) ; 
" ( 2) an educational organization which normally maintains a 
regular faculty and curriculum and normally has a regularly 
en,rolled body of pupils or students in attendance at the place 
where its educational activities are regularly carried on; 
"(3) an organization which normally receives a substantial 
part of its support (exclusive of income received in the exercise 
or performance by such organization of its charitable, educa-
tional, or other purpose or function constituting the basis for its 
exemption under sectionlOl (6)) from the Umted States or any 
State or political subdivision thereof or from direct or indirect 
contributions from the general public; 
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" ( 4) an organization which is operated, supervised, controlled, 
or principally supported by a religious organization ("other than a 
trust) which is itself not subject to the provisions of this section; 
and 
" ( 5) an organization the principal purposes or functions of 
which are the providing of medical or hospital care or medical 
education or medical research. 
"(b) PROHIBITED TRANSACTIONs.- For the purposes of this section, 
the term 'prohibited transaction' means any transaction in which an 
organization subject to the provisions of this section-
"(1) lends any part of its income or corpus, without the receipt 
of adequate security and a reasonable rate of interest, to; 
"(2) pays any compensation, in excess of a reasonable allow-
ance for salaries or other compensation for personal services 
actually rendered, to; 
"(3) makes any part of its services available on a preferential 
basis to; 
" ( 4) makes any substantial purchase of securities or any other 
property, for more than adequate consideration in money or 
money's worth, from ; 
" ( 5) sells any substantial part of its securities or other property, 
for less than an adequate consideration in money or money's 
worth, to; or 
" ( 6) engages in any other transaction which results in a sub-
stantial diversion of its income or corpus to; 
the creator of such organization (if a trust) ; a person who has made 
a substantial contribution to such organization; a member of the 
family (as defined in section 24 (b) (2) (D)) of an individual who 
is the creator of such trust or who has made a substantial contribution 
to such organization; or a corporation controlled by such creator or 
person through the ownership, directly or indirectly, of 50 per centum 
or more of the total combined voting power of all classes of stock 
entitled to vote or 50 per centum or more of the total value of shares 
o£ all classes of stock of the corporation: 
" (c) DENIAL OF ExEMPTION TO ORGANIZATIONS ENGAGED IN PRo-
HmrrEn TRANSACTIONS.-
" ( 1) GENERAL RBLE.-No organization subject to the provisions 
of this section which has engaged in a prohibited transaction after 
July 1, 1950, shall be exempt from taxation under gection101 (6) . 
" ( 2) TAXABLE YEARS AFFECTED.-An organization shall be denied 
exemption from taxation under section 101 (6) by reason of para-
graph (1) only for taxable years subsequent to the taxable year 
durmg which it is notified by the Secretary that it has engaged 
in a prohibited transaction, unless such organization entered into 
such prohibited transaction with the purpose of diverting corpus 
or income of the organization from its exempt purposes, and such 
transaction involved a substantial part of the corpus or income 
of such organization. 
"(d) FUTURE STATUS oF ORGANIZATION DENIED EXEMPTION.-Any 
organization denied exemption under section 101 (6) by reason of 
the provisions of subsection (c), with respect to any taxable year 
follov;ing the taxable year in which notice of denial of exemption 
was received, may, under regulations prescribed by the Secretary, file 
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claim :for exemption, and i:f the Secretary, pursuant to such regulations 
~s satisfie~ ~hat such organization will !lot. knowingly again engag~ 
m a prohibited transactwn, such orgamzatwn shall be exempt with 
respect to taxable years subsequent to the year in which such claim is 
filed. 
" (e) DISALLOWANCE OF CERTAIN CHARITABLE, ETc., DEDUCTIONs.-
N o gift or bequest for religious, charitable, scientific, literary, or educa-
tional purposes (including the encouragement o:f art and the preven-
tion of cruelty to children or animals), otherwise allowable as a 
deduction under section 23 (o) (2), 23 (q) (2), 162 (a), 505 (a) (2), 
812 (d), 861 (a) (3), 1004 (a) (2) (B), or 1004 (b) (2) or (3), shall 
be allowed as a deduction if made to an organization which, in .the 
taxable year o:f the organization in which the gift or bequest is made, 
is not exempt under section 101 (6) by reason of the provisions of this 
section. With respect to any taxable year of the organization for 
which the organization is not exempt pursuant to the provisions of 
subsection (c) by reason of having engaged in a prohibited trans-
action with the purpose of diverting the corpus or income of such 
organization from its exempt purposes and such transaction involved 
a substantial part of such corpus or income, and which taxable year 
is the same, or prior to the, taxable year of the organization in which 
such transaction occurred, such deduction shall be disallowed the 
donor only if such donor or (i:f such donor is an individual) any 
member of his family (as defined in section 24 (b) (2) (D)) was a 
party to such prohibited transaction. 
"(f) DEFINITION.-For the purposes of this section, the term 'gift 
or bequest' means any gift, contribution, bequest, devise, legacy, or 
transfer. 
"SEC. 3814. DENIAL OF EXEMPTION UNDER SECTION 101 (6) IN THE 
CASE OF CERTAIN ORGANIZATIONS ACCUMULATING 
INCOME. 
"In the case of any organization described in section 101 ( 6) to 
which section 3813 is applicable, if the amounts accumulated out of 
income during the taxable year or any prior taxable year and not 
actualll paid out by the end of the taxable year-
' ( 1) are unreasonable in amount or duration in order to carry 
out the charitable, educational, or other purpose or function con-
stituting the basis for such organization's exemption under section 
101 ~6); or . 
' ( 2) are used to a substantial degree for purposes or functions 
other than those constitutinl? the basis for such organization's 
exem?ttion under section 101 ~ 6) ; or 
' ( 3) are invested in such a manner as to jeopardize . the 
carrying out of the charitable, educational, or other purpose or 
function constituting the basis for such organization's exemp-
tion under section 101 ( 6), 
exemption under section 101 (6) shall be denied for the taxable year." 
SEC. 332. TECHNICAL AMENDMENTS. 
(a) .AMENDMENT oF SECTION 23 (o).-Section 23 (o) (2) is hereby 
amended by striking out "legislation;" and inserting in lieu thereof 
the following: "legislation. For disallowance of certain charitable, 
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etc., deductions otherwise allowable under this paragraph, see sections 
3813 and 162 (g) (2) ;". 
(b) AMENDMENT OF SECTION 23 ( q) .-Section 23 ( q) (2) is hereby 
amended by striking out "legislation; or" and inserting in lieu thereof 
the following: "legislation. F or disallowance of certain charitable, 
etc., deductions otherwise allowable under this paragraph, see sections 
3813 and 162 (g) (2) ; or". . . 
(C) AMENDMENT OF SECTION 101 ( 6) .-Section 101 ( 6) is hereby 
amended by striking out "legislation;" and inserting in lieu thereof 
the following : "legislation. For loss of exemption under certain 
circumstances, see sections 3813 and3814 ;". 
(d) AMENDMENT OF SECTION 505 (a) .-Section 505 (a ) ( 2) is hereby 
amended by adding at the end thereof the following: "For disallow-
ance of certain charitable, etc., deductions otherwis~ allowable under 
this v aragraph, see sections 3813 and 162 (g) (2) ." 
(e) AMENDMENT OF SECTION 812 (d).-Section 812 (d) is hereby 
amended by adding at the end thereof the following: "For disallow-
ance of certain charitable, etc., deduc~ions otherwise allowable under 
this subsection, see sections 3813 and 162 (g) (2) ." 
(£) A:r.mNDMENT OF SECTION 861 (a) .-Section 861 (a) (3) is hereby 
amended by adding at the end thereof the following : "For disallow-
ance of certain charitable, etc., deductions otherwise allowable under 
this paragraph, see sections 3813 and162 (g ) (2) ." 
(g) AMENDMENT OF SECTION 1004 (a).-Section 1004 (a) (2) (B) 
is hereby amended by striking out "legislation;" and inserting in lieu 
thereof the following : "legislation. For disallowance of certain 
charitable, etc., deductions otherwise allowable under this subpara-
graph, see sections 3813 and 162 (g) (2) ;". · · 
(h) Al\mNDMENT OF SECTION 1004 (b) .-Section 1004 (b) is h ereby 
amended by adding at the end thereof the following new paragraph: 
"For disallowance of certain charitable, etc., deductions otherwise 
allowable under paragraphs (2) and (3), see sections 3813 and 162 
(g) (2) ." 
SEC. 333. EFFECTIVE DATES. 
Subsections (c) and (d) of section 3813 and section 3814 of the 
Internal R evenue Code, added by section 331 of this Act, shall ::tpply 
with respect to taxable years beginning after December 31, 1950, and 
subsection (e) of section 3813 of the Internal Revenue Code shall apply 
only with respect to gifts or bequests (as defined in section 3813 of the 
Internal Revenue Code) made on or after January 1, 1951. 
Part IV-Information To Be Made Available to the Public 
SEC; 341. INFORMATION TO BE MADE AVAILABLE TO THE PUBLIC. 
(a) INFORMATION \Vrm REsPECT TO CERTAIN CHARITABLE, ETc., 
ExEMP'l'IONS AND DEDUCTIONs.-Supplement D of chapter 1 (relating 
to returns and payment of tax) is hereby an1ended by adding at the 
end thereof the following new section : 
"SEC. 153. I NFORMATION REQUIRED FROM CERTAIN TAX-EXEMPT 
ORGANIZATIONS AND CERTAIN TRUSTS. 
"(a ) CERTAIN T Ax-ExE]}IPT 0RGANIZATIONs.- Every organization 
described in section 101 (6) which is subject to the requirements of 
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section 54 (f) shall furnish annually information, at such time and in 
such manner as the Secretary may by regulations prescribe, setting 
forth-
"(1) its gross income for the year, 
"(2) its expenses attributable to such income and incurred 
within the year, 
"(3) its disbursements out of income within the year for the 
purposes for which it is exempt, 
"(4) its accumulation of income within the year, 
" ( 5) its aggregate accumulations of income at the beginning 
of the year, 
"(6) its disbursements out o£ principal in the current and prior 
years for the purposes for which it is exempt, and 
"(7) a balance sheet showin~ its assets, liabilities and net 
worth as of the beginning of such year. · 
"(b) TRUSTS CLAIMING CHARITABLE, ETc., DEDUCTIONS UNDER SEc-
TION 162 (a) .-Every trust claiming a charitable, etc., deduction under 
section 162 (a) for the taxable year shall furnish information with 
respect to such taxable year, at such time and in such manner as the 
Secretary may by regulations prescribe, setting forth-
" ( 1) the amount of the charitable, etc., deduction taken under 
section 162 (a) within such year (showing separately the amount 
of such deduction which was paid out and the amount which was 
permanently set aside for charitable, etc., purposes during such 
year), · 
"(2) the amount paid out within such year which represents 
amounts for which charitable, etc., deductions under section 162 
(a) have been taken in prior years, 
"(3) the amount for which charitable, etc., deductions have 
been taken in prior years but which has not been paid out at the 
beginning of such year, 
"(4) the amount paid out of principal in the current and prior 
years for charitable, etc., purposes, 
" ( 5) the total income of the trust within such year and the 
expenses attributable thereto, and 
" ( 6) a balance sheet showing the assets, liabilities, and l'let 
worth of the trust as of the beginning of such year. 
" (c) INFORMATION AvAILABLE TO m PuBLIC.-The information 
required to be furnished by subsections (a) and (b), together with the 
names and addresses of such organizations and trusts, shall be made 
available to the public at such times and in such places as the Secretary 
may prescribe. 
"(d) PENALTIEs.-In the case o£ a willful failure to furnish the 
information required under this section, the penalties provided in 
section 145 (a) shall be applicable." 
(b) EFFECTIVE DATE.-The amendment made by this section shall 
be applicable with respect to taxable years beginnmg after December 
31,1949. 
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TITLE IV-INCOME TAXES OF LIFE INSURANCE 
COMPANIES 
SEC. 401. CORRECTION OF FORMULA USED IN COMPUTING INCOME 
TAXES OF LIFE INSURANCE COMPANIES FOR 1949 AND 
1950. 
(a) REsERVE AND OTHER PoLICY LIABILITY CREDIT.-The second sen-
t ence of section 202 (b) (relating to definition of reserve and other 
policy liability cr edit) is hereby amended to read as follows : "This 
figure shall be based on such data with respect to lifi:l insurance com-
panies for the preceding taxable year as the Secretary considers 
representative and shall be computed as follows : 
"(1) IN GENERAL.-Except as provided in paragraph (2), the 
figure shall be computed in accordance with the following 
formula : The ratio which a m.urierator comprised of the aggre-
gate of the sums of (A) 2 per centum of the reserves for deferred 
dividends, (B) interest paid, and (C) the product of ( i) the 
mean of the adjusted reserves at the beginning and end of the 
taxable year and (ii) the reserve earnings rate bears to a denomi-
nator comprised ot the aggregate of the excess of net incomes 
computed without any deduction for tax-free interest, over the 
adjustment for certain reserves provided in subsection (c) . 
"(2) SPECIAL RULE FOR 1949 AND 1950.-In the case of the 
taxes imposed for a taxable year beginning in 1949 or 1950, the 
figure to be used for such year sh all be computed as provided 
in paragraph (1) except that-
" (A) in computing the product required under clause 
(C) of paragraph (1), there shall be used, in lieu of the 
reserve earnings rate, the average rate of interest assumed 
in computing life insurance reserves. Such average rate 
shall be calculated in the manner provided in the second 
sentence of section 201 (c) ( 4) ; and 
" (B) if the Secretary, in computing the r atio, finds that 
the net effect of including the data w1th respect to any life 
insurance company is to increase the numerator more than 
it increases the denominator, he shall limit the net change 
in the numerator resulting from such inclusion to the net 
change in the denominator resulting therefrom." 
(b) T ECHNICAL AMENDl\1ENT.-Section 203 (b) is hereby amended 
by striking out "figure" and inserting in lieu thereof "applicable 
figure". 
(c) EFFECTIVE DATE.-The amendments made by this section sh all 
be applicable to taxable years beginning after D ecember 31, 1948. The 
Secretary o:f the Treasury shall, within sixty clays after the date o:f the 
enactment o:f this A ct, determine and proclaim in accordance with the 
p rovisions of section 202 (b) of the Internal Revenue Code, as amended 
by this section, the figures to be used by life insurance companies in 
computing their reserve and other policy liability credits :for taxable 
years beginning in 1949. 
SEC. 402. FILING OF RETURNS FOR TAXABLE YEAR 1949. 
Every life insurance company subject to the taxes imposed by sec-
tion 201 of the Internal Revenue Code shall, after the date of the 
Secretary's proclamation required by section 401 (c) o:f this Act and 
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on or b~£ore ~he 15~h day _o£ the third month following the close o£ the 
mo:r:th .m w:hiCh this f\.-ct IS enacted, make a re.turn £or its taxable year 
begmnmg m 1949 with respect to the taxes Imposed by such section 
201 (determined with the amendments made by section 401 o£ this 
Act) . The return required by this section £or such taxable year shall 
constitute the return £or such taxable year for all purposes o£ the 
Internal Revenue Code; and no return £or such taxable year, with 
respect to the taxes imposed by section 201 o£ such code, filed on or 
before the date o£ such proclamation shall be considered £or any o£ 
such purposes as a return £or such year. The taxes imposed by sec-
tion 201 o£ such code (determined with the amendments made by 
section 401 o£ this Act) £or such taxable year shall be paid on the 15th 
day o£ the third month following the close o£ the month in which this 
Act is enacted, in lieu o£ at the time prescribed in section 56 (a) o£ 
such code. All payments with respect to the taxes £or such taxable 
year imposed by section 201 o£ such code under the law in effect prior 
to the enactment o£ this Act, to the extent that such payments have 
not been credited or refunded, shall be deemed to be payments made 
at the time o£ the filing o£ the return required by this section on 
account o£ the taxes £or that year determined with the amendments 
made by section 401 o£ this Act. 
TITLE V-ESTATE TAX 
SEC. 501. TRANSFERS IN CONTEMPLATION OF DEATH. 
(a) TRANSFERS, ETc., IN CoNTEMPLATION OF DEATH.-Section 811 
(relating to gross estate) is hereby amended by striking out "\1)" at 
the beginning o£ subsection (1) and inserting in lieu thereo£ ' (m) ", 
and by inserting after subsection (k) the following new subsection: 
"(1) CoNTEMPLATION OF DEATH.-!£ the decedent within a period 
o£ three years ending with the date o£ his death (except in case o£ a 
bona fide sale £or an adequate and full consideration in money or 
money's worth) transferred an interest in property, relinquished a 
power, or exercised or released a power o£ appointment, such transfer, 
relinquishment, exercise, or release shall, unless shown to the contrary, 
be deemed to have been made in contemplation o£ death within the 
meaning o£ subsections (c), (d), and ( £) ; but no such transfer, 
relinquishment, exercise, or release made prior to such three-year 
period shall be deemed or held to have been made in contemplation o£ 
death." 
(b) AMENDMENTS OF SECTION 811 (C) AND (d) .-
( 1) Section 811 (c) ( 1) (A) (relating to transfers in con-
templation o£ death) is hereby amended to read as follows: 
"(A) in contemplation o£ his death; or". 
(2) Section 811 (d) (relating to revocable transfers) is hereby 
amended by striking out paragraph (4) thereo£. 
(c) EFFECTIVE DATE.-The amendments made by this section shall 
be applicable only with respect to estates o£ decedents dying after the 
date o£ the enactment o£ this Act. 
SEC. 502. REPEAL OF DEDUCTION FOR SUPPORT OF DEPENDENTS. 
Effective with respect to estates o£ decedents dying a£ter the date o£ 
the enactment o£ this Act, section 812 (b) (relating to deductions 
£or expenses, etc.) is hereby amended-
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(a) by inserting the word "and" at the end o:f paragraph (3) 
thereof; 
(b) by striking out o:f paragra1)h ( 4) thereof the :following: 
"and"; 
(c) by striking out paragraph ( 5) thereof ; and 
(d) by striking out " ( 3) , ( 4) , and ( 5) exceed" and inserting in 
lieu thereof " ( 3) , and ( 4) exceed". 
SEC. 503. REVERSIONARY INTERESTS IN CASE OF LIFE INSURANCE. 
(a) AMENDMENT OF SECTION 404 (c) oF REVENUE ACT OF 1942.-
Effective with respect to estates o:f decedents dying after October 21, 
1942, section 404 (c) o:f the Revenue Act o:f 1942 is hereby amended by 
adding at the end thereof the :following: "For the purposes o:f the 
preceding sentence, the term 'incident of ownership' includes a rever-
sionary interest only i:f ( 1) at some time after January 10, 1941, the 
value o:f such reversionary interest exceeded 5 per centmn o:f the value 
o:f the policy, and (2) the reversionary interest arose by the express 
terms of the policy or other instrument and not by operation of law. 
As used in this subsection, the term 'reversi"onary interest' includes a 
possibility that the policy, or the proceeds of the policy, (A) may 
return to the decedent or his estate, or (B) may be subject to a power 
of disposition by him. The value o:f a reversionary interest at any 
time shali be determined (without regard to the fact o:f the decedent's 
death) by usual methods of valuation, including the use of tables of 
mortality and actuflrial principles, pursuant to regulations prescribed 
by the Secretary. In determining the value of a possibility that the 
policy or proceeds thereof may be subject to a power of disposition by 
the decedent, such possibility shall be valued as i:f it were a possibility 
that such policy or proceeds may return to the decedent or his estate." 
(b) No INTEREST ON REFUNDS.-N o interest shall be allowed or paid 
on any overpayment resulting from the application "of subsection (a) 
>vith respect to any payment made prior to the date of the enactment 
of this Act. 
TITLE VI-EXCISE TAXES 
SEC. 601. SALES AT AUCTION. 
Chapter 19 (relating to retailers' excise taxes ) is hereby amended 
by adding at the end thereof the following new section : 
"SEC. 2412. AUCTION SALES OF JEWELRY AND FURS. 
" (a) IN GENERAL.- For the purposes of sections 2'400 and 2401 the 
term 'articles sold at r etail' includes an article sold at retail by an 
auctioneer or other agent in the course of his business oh behalf of (1) 
a person who is not engaged in the business of selling like articles, or 
(2) the legal representative of the estate of a decedent who was not 
engaged in the business of selling like articles. In the case of articles 
so sold, the auctioneer or other agent shall, for the purposes of section 
2403, bB considered the 'person who sells at retail'. 
"(b) Ex~IPTION OF $100 IN CAsE OF AucTION SALE AT PRIVATE 
H o:M:E.-
"(1) In the case of an auction sale held at the home of a person 
whose articles are being sold, any taxable article (as defined in 
paragraph (2)) of such person sold by the auctioneer shall be 
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exempt from the tax imposed by section 2400 or 2401 except to the 
extent that the price for which such article is sold, when added 
to the sum of the sale prices of all other taxable articles of such 
person previously sold at the same auction, exceeds $100. 
"(2) For the purposes of this subsection-
" (A) the term 'taxable article' means an article which, by 
reason of subsection (a) of this section and without regard to 
the exemption provided in paragraph (1), is taxable under 
section 2400 or 2401 when sold at auction; and 
" (B) in the case of articles of a decedent sold on behalf of 
the legal representative of his estate, an auction sale held at 
the home of such decedent shall be considered as 'held at the 
home of a person whose articles are being sold'." 
SEC. 602. RETAIL SALES BY UNITED STATES OR BY ITS AGENCIES OR 
INSTRUMENTALITIES. 
Chapter 19 (relating to retailers' excise taxes) is hereby amended 
by adding after section 2412 (added by section 601 of this Act) the 
following new section : 
"SEC. 2413. SALES BY UNITED STATES, ETC. 
"The taxes in1posed by this chapter and by section 1651 shall apply 
w-ith respect to articles sold at retail by the United States, or by any 
agency or instrumentality of the United States, unless sales by such 
agency or instrumentality are by statute specifically exempted from 
such taxes." 
SEC. 603. TAX ON COIN-OPERATED GAMING DEVICES. 
(a) INCREASE IN TAx ON SLOT MACHINEs.-Section 3267 ~a) (relat-
ing to rate of tax) is hereby amended by striking out "$100' wherever 
appearing therein and inserting in lieu thereof "$150". 
(b) EFFECTIVE DATE.-The amendment made by this section shall 
take effect on the first day of the first month which begins more than 
ten days after the date of enactment of this Act. 
SEC. 604. FEDERAL AGENCIES OR INSTRUMENTALITIES. 
Subchapter B of chapter 27 (relating to occupational taxes) 1s 
hereby amended by adding at the end thereof the following new 
section: 
"SEC. 3283. FEDERAL AGENCIES OR INSTRUMENTALITIES. 
"Any tax imposed by this chapter shall apply to any agency or 
instrumentality of the United States unless such agency or instrumen-
tality is granted by statute a specific exemption from such tax." 
SEC. 605. TELEVISION RECEIVING SETS. 
(a) IMPOSITION oF T Ax ON TELEVISION RECEIVING SETs.-So much 
of section 3404 (manufacturers' excise tax on radio receiving sets) as 
precedes subsection (c) is hereby amended to read as follows : · 
"SEC. 3404. TAX ON RADIO RECEIVING SETS, TELEVISION RECEIVING 
SETS, PHONOGRAPHS, PHONOGRAPH RECORDS, AND 
MUSICAL INSTRUMENTS. 
"There shall be imposed upon the following articles (including in 
each case, except in the case of musical instruments, parts or acces-
··· ·· 
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sories therefor sold on or in connection with the sale thereof) sold by 
·the manufacturer, producer, or importer a tax equivalent to 10 per 
centum o£ the price £or which sold: 
" (a) Radio receiving sets, automobile radio receiving sets, tele-
vision receiving sets, automobile television receiving sets, phonographs, 
and combinations o£ any of the foregoing. 
"(b) Chassis, cabinets, tubes, speakers, amplifiers, power supply 
units, antennae of the 'built-in' type, and phonograph mechamsms, 
which are suitable for use on or in connection with, or as component 
parts of, any of the articles enumerated in subsection (a), whether or 
not primarily adapted for such use." 
(b) CrurorT FOR TAx PAID ON AuTOMOBILE TELEVISION RECEIVING 
SETs.-Section 3403 (e) is hereby amended to read as follows: 
" (e) I£ tires, inner tubes, or automobile radio or television receiving 
sets on which tax has been imposed under this chapter are sold on or 
in connection with, or with the sale of, a chassis, body, or motorcycle, 
there shall (under regulations prescribed by the Secretary) be credited 
against the tax under this section an amount equal to, in the case of 
an article taxable under subsection (a) , 5 per centum, and in the case 
of an article taxable under subsection (b), 7 per centum-
" ( 1) of the purchase price (less, in the case of tires, the part 
of such price attributable to the metal rim or rim base) i£ such 
tires or inner tubes were taxable under section 3400 (relating to 
tax on tires and inner tubes) or, in the case of automobile radio or 
television receiving sets, if such sets were taxable under section 
3404; or 
'' (2) if such tires, inner tubes, or automobile radio or television 
receiving sets were taxable under section 3444 (relating to use 
by manufacturer, producer, or importer), then of the price (less, 
in the case of tires, the part of such price attributable to the 
metal rim or rim base) at which such or similar tires, inner tubes, 
or sets are sold, in the ordinary course of trade, by manufacturers, 
producers, or importers thereof, as determined by the Secretary." 
(c) TECHNICAL AMENDME NTS.- . 
( 1) The first sentence of section 3403 (c) is hereby amended by 
stnking out "radios" and inserting in lieu thereof : "radio and 
television receiving sets". · 
(2) The last sentence of section 3442 is hereby amended by 
striking out "automobile radios" and inserting in lieu thereof 
"automobile radio or television receiving sets". 
( 3) Section 3443 (a) ( 1) and section 3444 (a) are amended 
by striking out "automobile radio" wherever appearing therein 
and insertinR in lieu thereof "automobile radio or television 
receiving set'. 
SEC. 606. IMPOSITION OF TAX -ON QUICK-FREEZE UNITS. 
So much of section 3405 (manufacturers' excise tax on mechanical 
refrigerators and air-conditioning units) as precedes subsection (c) 
is hereby amended to read as follows : 
"SEC. 3405. TAX ON MECHANICAL REFRIGERATORS, QUICK-FREEZE 
UNITS, AND SELF-CONTAINED AIR-CONDITIONING 
UNITS. 
"There shall be imposed on the following articles (including in 
each case parts or accessories therefor sold on or in connection witJ~ 
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the sale thereof) sold by the manufacturer, producer, or importer 
a tax equivalent to 10 per centum of the price for which so sold: 
" (a) REFRIGERATORS AND QUICK-FREEZE UNITS.-Household type 
refrigerators (for single or multiple cabinet installations) having, 
or being primarily designed for use with, a mechanical refrigerating 
unit operated by electricity, gas, kerosene, or gasoline; household 
type units for the quick freezing or frozen storage of foods, operated 
by electricity, gas, kerosene, or gasoline; combinations of such house-
hold type refrrgerators and units. 
"(b) REFRIGERATING AND FREEZING .APPARATUS.-Cabinets, com-
pressors, condensers, condensing units, evaporators, expansion units, 
absorbers, and controls (hereinafter referred to as 'refrigerator 
components') for, or suitable for use as parts of or with, household 
type refrigerators or quick-freeze units of the kind described in sub-
section (a), except when sold as component parts of complete refrig-
erators, refrigerating or cooling apparatus, or quick-freeze tmits. 
Under regulations prescribed by the Secretary, the tax under this 
subsection shall not apply in the case of sales of any such refrigerator 
components by the manufacturer, producer, or importer to a manu-
facturer or producer of refrigerators, refrigerating or cooling appa-
ratus, or quick-freeze units. If any such refrigerator components are 
resold by such vendee otherwise than on or in connection with, or with 
the sale of, complete refrigerators, refrigerating or cooling apparatus, 
or quick-freeze units, manufactured or produced by such vendee, then 
for the purposes of this section the vendee shall be considered the 
manufacturer or producer of the refrigerator components so resold." 
SEC. 607. TRANSPORTATION WIDCH BEGINS AND ENDS WITHIN THE 
UNITED STATES. 
(a) TRANSPORTATION OF PERsoNs.-
(1) AMENDMENT OF SECTION 3469 (a).-So much of section 
3469 ~a) (relating to tax on transportation of persons) as pre-
cedes '10 per centum of the amount so paid" is hereby amended to 
read as follows : 
"(a) TRANSPORTATION.-There shall be imposed- . 
"(1) upon the amount paid within the United States for the 
transportation of persons by rail, motor vehicle, water, or air 
within or without the United States, and 
"(2) upon the amount paid without the United States for the 
transportation of persons by rail, motor vehicle, water, or air 
which be~ins and ends in the United States, 
a tax equal to'. 
(2) SEATs, BERTHs, ETc.~Section 3469 (c) (relating to tax with 
respect to seating and sleep in~ accommodations) is hereby 
amended by striking out "within tne United States". 
( 3) CoLLECTION OF TAx.-So much of the second sentence of 
section 3469 (d) (relating to returns and payment of tax) as 
precedes "on or before the last day of each month" is hereby 
amended to read as follows: "Each person receiving any payment 
specified in subsection (a) or (c) shall collect the amount of the 
tax imposed from the person making such payment; except that, 
if the payment is made outside the United States for a prepaid 
order, exchange order, or similar order, the person furnishing the 
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initial transp6rtation pursuant to such order shall collect the 
amount of the tax. Any person required to collect the tax imposed 
by tllis section shall,". 
(b) TRANSPORTATION OF . PnoPER.TY.-'l'he first sentence of section 
3475 (a) (relating to tax on transportation of property) is 
hereby amended to read as follows: "There shall be imposed upon 
the amount paid within or without the United States for the trans-
portation of property by rail, motor vehicle, water, or air from one 
point in the United States to another, a tax equal to 3 per centum of 
the amount so paid, except that, in the case of coal, the rate of tax 
shall be 4 cents per short ton." 
(c) EFFECTIVE DATE.-The amendments made by this section shall 
apply to amounts paid on or after the first day of the first month 
which begins more than ten days after the date of the enactment of 
this Act for transportation which begins on or after such first day. 
SEC. 608. ALLOWING STAMPS TO BE ATTACHED IN FOREIGN 
COUNTRIES TO CERTAIN TOBACCO PRODUCTS. 
(a) ToBACco AND SNUFF.-Section 2103 (c) (relating to supply of 
stamps) is hereby amended bi adding at the end thereof the following 
new sentence : "If the government of a foreign country permits the 
revenue stamps of such country to be affixed in the United States to 
tobacco or snuff manufactured in the United States and imported into 
such foreign country, then, if tobacco or snuff manufactured in such 
foreign country is imported into the United States from such foreign 
country, the importer may, under such rules and regulations as the 
Secretary may prescribe, have the United States revenue stamps 
attached to such tobacco or snuff in such foreign country." 
(b) CIGARS.-'l'he second sentence of section 2112 (c) (relating to 
attaching stampq to cigarettes in foreign countries) is hereby amended 
by striking out "cigarettes" wherever appearing therein and inserting 
in lieu thereof "cigars or cigarettes". 
(c) EFFECTIVE DATE.-The amendments made by this section shall 
take effect on the fi rst day of the first month '\vhich begins more than 
ten days after the elate of the enactment of this Act. 
SEC. 609. ARTICLES SOLD FOR USE OF AIRCRAFT ENGAGED IN 
FOREIGN TRADE. 
Effect ive with respect to articles purchased (by the user thereof) on 
or after the first day of the first month which begins more than ten days 
after the elate of the enactment of this Act, section 3443 (a) (3) (A) 
( ii) (relating to refunds in the case of articles used or resold for use 
as ships' stores, etc.) is hereby amended to read as follows : 
" ( ii) used or resold for use for any of the purposes, 
but subject to the conditions, provided in section 3451 ;". 
SEC. 610. EFFECTIVE DATE OF SECTIONS 601, 602, 605, AND 606. 
The amendments made by sections 601, 602, 605, and 606 shall be 
effective only with respect to articles sold on or after the first day of 
the first month which begins more than ten clays after the elate of the 
enactment of this Act. For the purposes of this section an article shall 
be considered as sold pr ior to such first day if possession thereto, or 
the right of possession thereto, passed to the purchaser before such 
first day. 
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TITLE VII-EXCESS PROFITS TAX 
SEC. 701. EXCESS PROFITS TAX. 
(a) The House Committee on \V ays and Means and the Senate 
Committee on Finance are hereby directed to report to the respective 
Houses of Congress a bill for raising revenue by the levying, collec-
tion, and payment of corporate excess profits taxes with retroactive 
effect to October 1, or July 1, 1950, said bill to originate as required by 
article I, section 7, of the Constitution. Said bill shall be reported 
as early as practicable during the Eighty-first Con~ress after N ovem-
ber 15, 1950, if the Congress is in session in 1950 after such elate; and 
if the Congress is not in session in 1950 after November 15, 1950, said 
bill shall be reported during the first session of the Eighty-second 
Congress, and as early as practicable during said session. 
(b) The Joint Committee on Internal Revenue Taxation, or any 
duly authorized subcmmnittee thereof, is hereby authorized and 
directed to make a full and complete study of the problems involved 
in the taxation of excess profits accruing to corporations as the result 
of the national defense program in which the United States is now 
engaged. The joint committee shall report the results of its study 
to the House Committee on Ways and Means and the Senate Com-
mittee on Finance as soon as practicable. 
Approved September 23, 1950, 3: 15 p. m. 
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APPENDIX I V 
MARITAL DEDUCTION IN C.ASE OF LIFE I N UR..o:\.NCE 
AND ANNUITY PAYMENTS 
80TH CoNGREss } HOUSE OF REPRESENTATIVES { REPoRT 
~d S ession No. 2370 
MARITAL DEDUCTION IN CASE OF LIFE INSURANCE 
AND ANNUITY PAYMENTS 
JuNE 16, 1948.-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 
Mr. REED of New York, from the Committee on Ways and Means, 
submitted the following 
REPORT 
[To accompany H . J. Res. 429] 
The Committee on Ways and M eans, to whom was referred the 
joint r esolution (H. J. Res. 429) relating to the marital deduction, 
for estate-tax purposes, in the case of life insurance or annuity pay-
ments, having considered the same, report favorably thereon without 
amendment and recommend that the joint resolution do pass. 
DISCUSSION OF JOINT RESOLUTION 
The joint resolution amends section 812 (e) (1) (G) of the Internal 
R evenue Code, relating to the marital deduction und er the estate 
tax for insurance proceeds receivable by the decedent's surviving 
spouse. The amendment expands the application of this provision 
in the following respect: 
(1) The present provision applies only where some part of the 
principal is payable annually or at more frequ ent intervals. The 
amendment extends the application of the provision to include cases 
where th e proceeds are held by the insurer subject to an agreement 
to pay only interest thereon annually or at more frequent intervals, 
and cases where interest is to be paid for a period and installments of 
th e proceeds are to be paid for a period. In all such cases, however, 
payments of either or both must be made at least annually until the 
proceeds are disposed of in accordance with the terms of the contract. 
(2) The amendment requires that the first payment (interest or 
installment, as the case may be) be payable under the term& of the 
contract not later than 13 .months after the decedent's death, instead 
of within 1 year after his death as under the present provision. 
(3) The present provision applies only to insurance upon the life of 
the decedent. The amendment makes the provision applicable also 
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to proceeds under an insurance contract upon the life of another where 
the1,insured predeceases the decedent. . . 
·· (4) Th,e il;mendment also · extends the provision to annuity and 
endowment ' contracts. 
(5) Under the present provision and the amendment the surviving 
spouse must have power to appoint all amounts payable after the de-
cedent's death under such contract (to the extent not previously paid). 
The amendment clarifies this requirement by providing that a power 
will qualify under this provision if it is exercisable in favor of the sur-
viv'irig spouse or ·her estate (or iri favor of either, whether or not exer-. 
cisable in favor of others). The amendment also adds a provision 
(corresponding to a similar provision under section 811 (e) (1) (F) of 
the code, relating to trusts) requiring that if any person other than the 
surviving spouse has a power to appoint any part of the amounts pay-
able · under th~ contract, such power must not be exercisable for the 
benefit of any person other than the surviving spouse. 
In order to qualify for a marital deduction the requirements of 
section 812 (e) (1) (G) must be met by the terms of the contract, 
viewed as df the date of the decedent's death. 
· .The amC:ndment is applicable with respect to estates of decedents 
dying after December 31, 1947. 
CHANGES IN ExisTING LAw 
In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the joint 
resolution as introduced, are shown as follows (existing law proposed 
to· be omitted is enclosed in black brackets, new matter is printed in 
italics, ~xisting law in which no change is ~ropos_ed is shown in roman): 
SECTION 812 OF THE INTERNAL REVENUE. ConE 
(e) BEQUESTs, ETc., TO SuRVIVING SPOUSE.-
(1) Allowance of marital deduction.-
* * * I, '* * * * [ (G) Life Insurance With Power of Appointment in Surviving Spouse.-In 
the case of proceeds of insurance upon the life of the decedent receivable in 
annual or more frequent installments commencing within one year after the 
decedent's death, if under the terms of the policy all amounts payable during 
the life of the surviving spouse are payable only to such spouse, and if such 
spouse has the power to appoint all amounts payable after such spouse's 
death (exercisable in favor of the estate of such spouse, whether or not the 
. power is exercisable infavor of others)- . 
· [ (i) such proceeds shall, for the purposes of subparagraph (A), be 
considenid as passing to the surviving spouse, and 
[ (ii) no part of such proceeds shall, for the purposes of subparagraph 
(B) (i), be considered as passing to any person other than the surviving 
spouse . 
This subparagraph shall be applicable only if, under the terms of the policy, 
such power in the surviving spouse to appoint, whether exercisable by will 
or during life, is exercisable by such spouse alone and in all events.] 
(G) Life Ins·umnce o1· Annuity Payments TVith· Power of Appointment in 
Sw·viving Spottse.-In the case of an inte1est in p1·operty passing from the 
decedent consisting of proceeds under a life insumnce, endowment, o1· annuity 
cont1·act, if unde1· the terms of the contmct such p1·oceeds m·e payable in install-
ments o1· are held by the insurer subJect to an ag1·eement to pay interest the1·eon 
(whether the proceeds, upon the tm·mination of any inte1·est payments, m·e payable 
in a lump sum oT in annual o1· more fr eqttent installments), and such installment 
o1· intm·es·t payments a1·e payable annually or at more f1·equent intervals, commenc-
ing not later than thi1·teen .months afte1· the decedent's death, and all amo·unts pay-
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.able dU?·ing the life of the surviving spouse aTe payable only to such spouse, and such 
.spouse has the powm· to appoint all amounts payable undeT such contract (exe1·-
.cisable in favor of such suTviving spouse, o1· of the estate of such surviving spouse, 
.or in favoT of eithe1·, whether o1· not in each case the poweT is exercisable in favor 
of others), with no power in any otheT pe1·son to appoint to any person otheT than 
.the surviving spouse any part of the amounts payable under such contract-
(i) svch proceeds shall, for the purposes of subparagraph (A), be con-
sidered as passing to the surviving· spouse, and 
(ii) no part of such p1·oceeds shall, for the purposes of subparagraph 
(B) (i), be considered as passing to any person other than the surviving 
spouse. 
'This subparagraph shall be applicable only if, under the terms of the contract, 
.such power in the surviving spouse to appoint, whether exercisable by will or 
.during life, is exerc1:sable by su.ch sponse alone and in all events. 
0 
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.APPENDIX v 
FEl.)ERAL GI?'l' T.AX. RATES 
Net Gift 
* 
% of t ax on Tax on amount 
(After Deductions) amount s of g if1i s shown in 
in column A to B column B 
A B c D 
Net Gifts to $5,000. ~ $112.5 0 $5 , ooo. to 10 ~ooo. 5-E 375 . 00 
10 , 000. to 20,000. 8~ 1, 200.00 20 , 000. t o 30 , 000. 10 0 2,250.00 
30,000. to 40 ,000. 13Wo 3,600.00 
40 ,000. to 50,000. 16~ 5,250.00 
50 ,ooo. t o 60 .. ooo. 18 3/4;% 7 ,125. 00 
60 ,ooo. to 100,000. 21}~ 15 , 525 .oo 
100,000. to 250 ,ooo. 22~ 49 , 275.00 
250 ,ooo. to 500,000. 24% 109 , 275.00 
soo .ooo. to 750,000. 2&:i% 174,900.00 
750 ,000. t o I,ooo.ooo. 27- 3/4% 244,275. 00 
1,ooo,ooo. to 1,250 , 000. 29f 317,400.00 
1,250,000. t o 1,500,000. 31~ 396,150.00 
1,500 , 000. t o a. ooo , ooo, 33 3/4% 564,900.00 
2,000,000 . to 2,500 ,ooo. 36 3/ 4% 7 48 ,650. CX) 
2,500 ,ooo. to 3, 000,000. 39 3/4% 947 , 400.00 
3, 000 ,ooo. to 3.~~500,000. 42% 1,157 , 400.00 
3,500 , ooo. to 4,ooo .ooo. 44-i% 1,378' 650 . oo 
4,000, 000. to 5 ~ 000,000 .. 47t; 1,851, 150.00 
s.ooo.,ooo. to 6,000,000. 5e>df: 2, 353, 650 .01) 
6,000,000. to 7,000,000. 52~ 2,878 . 650.00 
7 .ooo,ooo. to 8 1 000,000., 54 3/4% 3,426,150.00 
8,000 ,ooo. to 10 , 000,000. 57% 4,566 ' 150 .oo 
over 10,000,000. 57 3/4% 
* 
$ 30, 000 specific exempt ion 
(Uni t ed State s and Massachusetts I nhermtance, Esta t e and Gift Taxes, 
Old Colony Trus t Ccmpany, Boston , Mass. 6 Oct ober, l950 , .p. 6) 
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APPENDIX VI 
UNITED STATES G IF'T 1'.AX RETT.JR.ll! FORM 
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UNITED STATES 
ASSESSMENTS 
Form 709 
TREASURY DEPARTMENT 
INTERNAL REVENUE SERVICE 
(Revised Oct. 1948) GIFT TAX RETURN Amount List-Page-Line 
(Space for use of Collector) 
RECEIVED 
CALENDAR YEAR 19 _______ _ 
(To be executed nnd filed in duplicate with the Collector of Internal Revenue for the donor's 
district AFTER the close of the calendar year nnd not later than tho 15th dny of the 
following March) 
DoN oR ----------------------------------------------------------------------
(Given name) (Middle name or initial) (Surname) 
ADDRESS ----------------------------------------------------------------------------
RESIDENCE -------------------------- CITIZENSHIP ----------------------
PAYMENTS 
Amount Date 
A. Have you (the donor), during the calendar year indicated above, without an adequate and full considerat ion in money or money's 
worth, made any transfer exceeding $3,000 in value (or regardless of value if a future interest) as follows? (Answer "Yes" or "No.") 
1. By the ueation of a trust ( ________ ) or the making 3. Dy the purchase of a life insura nce policy ( ______ ) 5. By conveying title to another and yourself as joint 
or the paym.ent of a prmnium. on a previously tenants or to your v1ife or husband and yourself 
of additions to a trust previously created ( ______ ), 
in either case for the benefit of a person or per-
sons other than yourself, and with respect to 
which you retain no power to revest the beneficial 
title to the property in yourself or to change the 
beneficiaries or their proportionate benefits; or 
by relinquishing every suc.h power that was re-
issued policy ( ________ ), the proceeds of which as tenants by the entirety <--------). 
tained in a previously created trust ( --------). 
a1·e in either case payable to a beneficiary other 
than your es tate, and with respect to which you 
retained no power to revest the economic benefits 
in yourself or your estate or to change the bene-
ficiaries or their proportionate benefits; or by 
1·elinquishing every such power that was retained 
6. By the exercise or release of a powei~ of appoint-
ment, except as provided in the Gift Tax Regu-
lations <--------). 
7. By conveying community property to another, or by 
converting community property into separate 
property of your spouse or into a tenancy by the 
2. By permitting a beneficiary, other than yourself, to in a previously issued policy (------>. entirety of yourself and spouse (or other similar rec ei""~.re the income from a trust created by you h ) h 
and with respect to which you retained the power owners ip ' to t e extent of your interest l!S pre-
to revest t he beneficial title to the property in 4. By permitting another to withdraw funds from a scribed by the rule set forth in section 7 of the 
yourself or to change the beneficiaries or their joint bank account which were deposited by you instructions <--------) . 
proportionate benefits ( ______ ), ( ________ ), 8. By any otl1er m ethod, direct or indirect <-------->· 
If the ans~er is "Yes" to any of the foregoing, such a transfer should be fully disclosBd under schedule A. 
B. Gifts of husband and wife to third parties.-Do you consent to have the gifts made by both you and your spouse to third parties 
during the calendar year considered as having been made one-half by each of you? ------------ (See section 8 of instructions.) 
If the answer to this question is "Yes" the follovving information must be furnished and the consent shown below signed by your 
spouse. 
1. Name of spouse --------------------------------------------------------------- 2. Were you married during the entire calendar year? ------------
3. If the answer to 2 is "No" give date married, divorced, or widowed and state which ----------------------------------------
COMPUTATION OF TAX (see section 18 of instructi'ons) 
1. Amount of net gifts for year (item j, schedule A)-------------------------------------------------------------------------------- $----------------------------
2. Total amount of net gifts for preceding years (item c, schedule B)-------------------- ------------------------------------~--=--=--=-=--=-=--=-=------ __ _ ____ _ 
3. Total net gifts (item 1 plus item 2) -------------------------------------------------------------------------------------------- $----------------c~_c _______ _ 
4. Tax cmnputed on item 3----------------------------------------------------------------------------------------------------------------- -------------------------------
5. Tax computed on ite1n 2------------------------------------------------------------------------------------------------------------------ -------------------------------
6. Tax on net gifts for year (item 4 minus item 5) ----------------------------------------------------------------------------- $----------------------------
CONSENT OF SPOUSE 
I consent to have the gifts made by both me and my spouse to third parties during the calendar year considered as having been 
made one-half by each of us. 
Date _____ ------------------------------------------------------------- (Signature of spouse) 
AFFIDAVIT OF PERSON FILING RETURN 
I swear (or affirm) that this return, including the accompanying schedules and statements, if any, has been examined by me, and to 
the best of my knowledge and belief; is a true, correct, and complete return for the calendar year stated, pursuant to the Federal gift tax 
law and the regulations issued thereunder, and no transfer required by said law and regulations to be returned other than the transfer 
or transfers disclosed herein under schedule A was made by me (the donor) during said calendar year. 
NOTARIAL 
SEAL 
Sworn to and subscribed before me this ---------------------
(Signature of donor/executor/other p erson) 
day of ---------------------------------------------------• 19 _____ _ 
(Signature and title of officer administering oath) (Address of person filing return) 
AFFIDAVIT OF PERSON PREPARING RETURN 
I swear (or affirm) that I prepared this return for the person named herein and that this return, including the accompanying 
schedule and statements, if any, is a true, conect, and complete statement of all the information respecting the donor's gift tax lia-
bility of which I have any knowledge. 
NOTARIAL 
SEAL 
16-37080-6 
Sworn to and subscribed before me this ---------------------
day of ---------------------------------------------------• 19 _____ _ 
(Signature and title of ofiicer administering oath) 
SCHEDULE A- Total Gifts During Year and Computation of Net Gifts 
ITNEM I DESCRIPTION OF GIFT, AND DONEE'S NAME AND ADDRESS DAJ.~lF VALUE ~fF~ATE OF 
o. ---- ----------------- ---- --------- ---------------------l----------1·-----------------
$ 
(a) Total gifts of donor ___ ______________ __________ -------------·-- ____________ _______ --------------_______________________ ------------------- ·$ ______ ___ ----------------
(b) Less portion of items------------ to __ ___ _______ reported by spouse (see section 8 of instructions )--------------- ""---=---... ·=======-
(c) Balance ______ ___________ --------------_--------------- __ ________________ ________________ ____ _____ ____ __ ___ ---------------------------------- $-------------------------
(d) Gifts of s.pouse to be included (from line b of spouse's return)--- ------- ----------------·------------ --- ------------------ -·==~==-=~-= 
( e) Total gifts for year______________________ ___ ___________ ______________________ ____________ ____ _________________ __ _____________________ ___ $-------------------------
(!) Less total exclusions not exceeding $3,000 for each donee (except gifts of future interests) --------------- 1·--==='-" 
(g) Total included amount of gifts for yea ): ______ ___ --------------------------------------------------------------------------- '1' .,_ ------------------------
(h) Deductions (see sect ions 14, 15, and 16 of instructions) : 
(1) ChiD;',;~~~:;,;'~bllo:_•~~--""-'-il~' g;ft~ .. (~"'d __ '~ it•m•_: :.~ .. :::!":"' $...... . . . ---- ··I 
((2
3
)) Marital deduction (based on items ________ _ lo _________ ) ------------------------------------ - ~~~~~~~~--~~~~~ ~~~~----~-·~~ 
Specific exemption claimed __ __ _____ ____ ___ ___ ___ ____ .. -.-______ __ ______ __________ ___ __________ ____ _ 
( i) 
(j) 
Total deductions (total of lines 1, 2, and 3) ____ ____ _ ------- -------------------------------------------------------------------- i---- _ 
• I 
Amount of net gifts for year (line g minus line i ) -------------------------------------------------------------------------------1 $-------------------------
SCHEDULE B-Returns, Amounts of Specific Exemption, and Net Gifts for Preceding Years (subsequent co June 6, 1932) 
CALENDAR I COLLECT-ION DISTRICT IN WHICH PRIOR RETURN WAS FILED IVIOUNT OF AMOUNT OF NET YEAR SPEC IC EXEII'IPTION GIFTS 
I 
$ $ 
I 
(a) Totals for preceding years (without adjustment for r educed specific exemption) __ $------------------------------- $ ------------------------· 
(b) Amount, if any, by which total specific exemption, line a, exceeds $30,000 (see section 17 of instructions ) ... 
---- - ----- -
---;; 
(c) Total amoun t of net gifts for preceding years (total, last column, line a, plus amount, if any, line b) 
-- $------------------------· 
(If more space is needed, attach additional shecb of samo size) GPO 16-37580~ 
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LIFE INSURANCE . TATEMEN T 
F RJ 938 ~- AS IGNMENT OF POLICY OR IRREVOCABLE 
DES IGNATION OF B NEFICIARY 
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Form 938 
TREASURY DEPARTMENT 
INTERNAL REVENUE S ERVICE 
(Rev. April 1943) 
LIFE INSURANCE STATEMENT 
Valuation data with respect to assignment of policy or irrevocable designation of beneficiary during the calen-
dar year ___________________________ _ 
(This statement should be filed by the donor with the Federal Gift Tax Return, Form 709) 
(N ame and address of insurance company J 
1. (a) N arne of insured _____ _______ ___ ___ ________ ----------------------------------------------------------- Date of birth __________________________ _ 
(b) Number of policy __________________ _______ Face amount, $ ----------- --- -------- ----- - Date of issue ----------------------------------
(c) Kind of policy -------------------------------------------------------------------------------------------------------------------------------------------------------
(d) Gross premium $ ---- ------------------------- - payable every---------------------------- ------- (state frequency of payment) 
2. (a) If an assig·nment-give date ____________ ______________ __ __ ____________ , and name of assignee ----------------------------------------------
(b) If an irrevocable designation of beneficiary-give date ______________________________________________ , name of beneficiary 
and (if known) his date of birth ------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------- ______ --------------------------------------------------------------------------------------------------------------- and 
if other than a simple designation, quote in full (attach additional sheet if necessary) ____________________ _ 
3. If the policy is not paid-up-furnish the following: 
(a) Interpolated terminal reserve on date of assignment 
or irrevocable designation of beneficiary_______ ____ _______ $ --------------------------- _______ _ 
(b) Proportion of gross premium paid beyond date of as-
signment or irrevocable designation of beneficiary __ $--- _______ _____ __ _ $ --- ----------------------------------
(c) Adjustment on account of dividends to credit of policy and any outstanding 
indel'>tedness against policy (dividends $ ____________________ ______ , net indebtedness 
$----------------------------) -------------------------------------- -- --- ------- --------------------------------------------- $=---===--=---=---=-=--= 
(d) Net total value of the policy (for gift tax purposes)----------------------------------------- $------------------------------
4. If the policy is a paid-up or a single-premium contract-furnish the following: 
(a) Total cost, on date of assignment or irrevocable designation of beneficiary, 
of a single-premium policy on life of insured and at his attained age, for 
original face amount plus any additional paid-up insurance (additional 
face amount $ __________________ ) (see footnote*) -------------------------------------- $--- - ---------------- -----------
(b) Adjustment on account of dividends to creditofpolicyandanyoutstanding 
indebtedness against policy (dividends $-------------------------• net indebtedness 
$--------------------------) --------------------------------------------- ---------------------------------------------------- $------ -------------- -- --
(c) Net total value of policy (for gift tax purposes) ---------------------------------------- $ --- - ---------------- - - ----------- - ---
The undersigned officer of the above-named insurance company hereby certifies that this statement sets forth true and cor-
rect information. 
(Date of certification) (Signature a nd title) 
*If a single-premium policy /or the total face amount avo uld not have been issued or~ the life of the insured as of the date 
specified, nevertheless assume that such a policy could then have been purchased by the insured and state the cost thereof, using for 
such purpose the sam.e formula and basis employed, ·on the date specified, by the company in calculatiRg single premiums. 
lft--34.254-1 
INSTRUCTIONS 
Purpose of statement.-The information shown by this statement 
is required for the purpose of determining the value for Federal gift 
tax purposes where the gift is of insurance. (See current Gift Tax 
Regulations.) 
Statement of insurer.-This statement must be made, on behalf of 
the insurance company which issued the policy, by an officer of the 
company having access to the records of the company. 
Duty to file.-It is the duty of the donor when filing his gift-tax 
return to procure this statement from the insurance company and then 
file it with the collector. However, if specifically requested, the insur-
ance company should file this statement directly with the official of 
the Bureau of Internal Revenue making the request. 
Separate statements.-A separate statement must be filed for each 
policy listed on the return. 
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PUBLIC LAW 7 34 -- 8lst CONGRESS 
SOCIAL SECURITY ACT 
[PuBLIC LAw 734-SlsT CoNGREss] 
,[CHAPTER 809-2n SESSION] 
[H. R. 6000] 
AN ACT 
To extend and improve the F ederal Old-Age and Survivors Insurance System, 
to amend the public assistance and child welfare provisions of the Social 
Security Act, and for other purposes. 
B e it enacted by tlte S enate and House of R ep1'esentatives of the 
United States of America in Oong1'ess assembled, That this Act, with 
the following table of contents, may be cited as the "Social Security 
Act Amendments of 1950". 
TABLE OF CONTENTS 
Section of 
this Act 
Section of 
amended Social 
Security Act 
Title L _ _ _ _ _ _ ______ ___ ___ __ _ 
101 (a)_ _____ 202 ____ __ __ __ _ _ 
202 (a) ____ ___ _ _ 
202 (b)------- --202 (c) ____ ___ , __ 
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OLD-AGE AND SURVIVORS INSURANCE BENEFITS 
SEc. 101. (a) Section 202 of the Social Security Act is amended to 
read as follows : 
"OLD-AGE AND SURVIVORS INSURANCE BENEFIT PAYMENTS 
"Old-Age Insura.nce Benefits 
"SEC. 202. (a) Every individual who-
" ( 1) is a fully insured individual (as defined in secti_on 214 
(a))' 
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" ( 2) has attained retirement age (as defined in section 216 
(a)), and 
" ( 3) has filed application for old-age insurance benefits, 
r::hall be entitled to an old-age insurance benefit for each month, begin-
ning with the first n1.onth after August 1950 in which such individual 
becomes so entitled to sucli: insurance benefits and ending with the 
month preceding the month in which he dies. Such individual's oldc 
age insurance benefit for any month shall be equal to his primary 
insurance amount (as defined in section 215 (a) ) for such month. 
"Wife's Insurance Benefits 
"(b) ( 1) The wife (as defined in section 2HJ. (b)) of an individual 
entitled to old-age insurance benefits, if such wife-
" (A) has filed application for wife's insurance benefits, 
"(B) has attained retirement age O!' has in her care (individ-
ually or jointly with her husband) at the time of filing such 
application a child entitled to a child's insurance benefit on the 
basis of the wages and self-employment income of her husband, 
" (C) was living with such individual at the time such a pplica-
tion was filed, and 
"(D) is not entitled to old-age insurance benefits, or is entitled 
to old-age insurance benefits each of which is less than one-half of 
an old-age insurance benefit of her husband, 
shall be entitled to a wife's insurance benefit for each month, beginning 
with the first month after August 1950 in which she becomes so entitled 
to such insurance benefits and ending with the month preceding the 
first month in which any of the following occurs : she dies, her husband 
dies, they are divorced a vinculo matrimonii, no child of her hw:band is 
entitled to a child's insurance benefit and she has not attained retire-
ment age, or she becomes entitled to an old-age insurance benefit equal 
to or exceeding one-half of an old-a&e insurance benefit of her husband. 
"(2) Such wife's insurance benent for each month shall be equal to 
one-l1alf of the old-age insurance benefit of her husband for such 
month. 
"Husband's Insurance Benefits 
"(c) (1) The husband (as defined in section 216 (f)) of a currently 
insured individual (as defined in section 214 (b)) entitled to old-age 
insurance benefits, if such husband-
" (A) has filed application for husband's insurance benefits, 
" (B) has attained retirement age, 
" (C) was living with such individual at the time such applica-
tion was filed, . 
"(D) was receiving at least one-half of his support, as deter-
mined in accordance with regulations prescribed by the Admin-
istrator, from such individual at the time she became entitled to 
old-age insurance benefits and filed proof of such support within 
two years after the month in which she became so entitled, and 
"(E) is not entitled to old-age insurance benefits, or is entitled 
to old-age insurance benefits each of which is less than one-half of 
an old-age insurance benefit of his wife, 
shall be entitled to a husband's insurance benefit for each month, 
beginning with the first month after August 1950 in which he becomes 
• 
[P un . L ., w i34.1 8 
so entitled to such insurance benefits and ending with the month pre-
ceding the month in which any of the following occurs : he dies, his wife 
dies, they are divorced a vinculo matrimonii, or he becomes entitled 
to · an old-age insurance benefit equal to or exceeding one-half of 
an old~age insurance benefit of his wife. 
"(2) Such husband's insurance benefit for each month shall be equal 
to one-half of the old-age insurance benefit of his wife for such month. 
"Child's Insurance Benefits 
"(d) (1) Everychild (asdefinedinsection216 (e)) of an individual 
entitled to old-age insurance benefits, or of an individual who died 
a fully or currently insured individual after 1939, if such child-
" (A) has filed application for child's insurance benefits, 
"(B) at the time such application was filed was unmarried and 
had not attained the age of eighteen, and 
"(C) was dependent upon such individual at the time such 
application was filed, or, if such individual has died, was depend-
ent upon such individual at the time of such individual's death1 
shall be entitled to a child's insurance benefit for each month, begm-
ning with the first month after August 1950 in which such child becomes 
so entitled to such insurance benefits and ending with the m:onth pre-
. ceding the first month in which any of the following occurs: such 
child dies, marries, is adopted (except for adoption by a stepparent, 
grandparent, aunt, or uncle subsequent to the death of such fully or 
currently insured individual), or attains the age of eighteen. 
"(2) Such child's insurance benefit for each month shall, if them-
dividual on the basis of whose wages and self-employment income the 
child is entitled to such benefit has not died prior to the end of such 
month, be equal to one-half of the old-age insurance benefit of such 
individual for such month. Such child's insurance benefit for each 
• month shall, if such individual has died in or prior to such month, 
be equal to three-fourths of the ~rimary insurance amount of such 
individual, except that, if there 1s more than one child entitled to 
benefits on the basis of such individual's wage3 and self-employment 
income, each such child's insurance benefit for such month shall be 
equal to the sum of (A) one-half of the primary insurance amount 
of such individual, and (B) one-fourth of such primary insurance 
amount divided by the number of such children. 
"(3) A child shall be deemed dependent upon his father or adopting 
father at the time specified in paragraph ( 1) (C) unless, at such 
time, such individual was not living with or contributing to the support 
of such child and-
" (A) such child is neither the legitimate nor adopted child of 
such individual, or 
" (B) such child had been adopted by some other individual, or 
"(C) such child was living with and was receiving more than 
one-half of his support from his stepfather. 
" ( 4) A child shall be deemed dependent upon his stepfather at the 
time specified in paragraph (1) (C) if, at such time, the child was 
living with or was rece1ving at least one-half of his support from such 
stepfather. 
" ( 5) A child shall be deemed dependent upon his natural or adopt-
ing mot h'-0:.: at the time specified in paragraph (1) (C) if such mother 
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or adopting mother was a currently insured individual. A child shall 
also be deemed dependent upon his natural or adopting mother, or 
upon his stepmother, at the. t~me specified in :rara~raph (1) (C) if, 
at such time, (A) she was hvmg w1th or contnbutmg to the support 
of such child and (B) either (i) such child was neither living with 
nor receiving contributions from his father or adopting father, or 
(ii) such child was receiving at least one-half of his support from her. 
"Widow's Insurance Benefits 
" (e) (1) The widow (as defined in section 216 (c)) of an individual 
who died a fully insured individual after 1939, if such widow-
" (A) has not remarried, 
" (B) has attained retirement age, 
" (C) has filed application for widow's insurance benefits or was 
entitled, after attainment of retirement age, to wife's insurance 
benefits, on the basis of the wages and self-employment income of 
such individual, for the month preceding the month in which he 
died. 
"(D) was living with such individual at the time of his death, 
and 
"(E) is not entitled to old-age insurance benefits, or is entitled 
to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of her deceased husband, 
shall be entitled to a widow's insurance benefit for each month, begin-
ning with the first month after August 1950 in which she becomes so 
entitled to such insurance benefits and enclin~ with the month preced-
ing the first month in which any of the followmg occurs: she remarries, 
dies, or becomes entitled to an old-age insurance benefit equal to or 
exceeding three-fourths of the primary insurance amount of her 
deceased husband. 
"(2) Such widow's insurance benefit for each month shall be equal 
to three-fourths of the primary insurance amount of her deceased 
husband. 
"Widower's Insurance Benefits 
"(f) (1) Thewidower (asdefinedinsection216 (g)) ofanindivid-
ual who died a fully and currently insured individual after August 
1950, if such widower-
" (A) has not remarried, 
" (B) has attained retirement age, . 
" (C) has filed application for widower's insurance benefits or 
was entitled to husband's insurance benefits, on the basis of the 
wages and self-employment income of such individual, for the 
month preceding the month in which she died, 
"(D) was living with such individual at the time of her death, 
"(E) (i) was receiving at least one-half of his support, as 
determined in accordance with regulations prescribed by the 
Administrator, from such individual at the time of her death and 
file~ _Proof of s~c~1 support within two ye~rs of such date of death, 
or (n) was rece1vmg at least one-half of Ius support, as determined 
in accordance with regulations prescribed by the Administrator, 
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from such individual, and she was a currently insured individual, 
at the time she became entitled to old-age insurance benefits and 
filed proof of such support within two years after the month in 
which she became so entitled, and 
"(F) is not entitled to old-age insurance benefits, or is entitled 
to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of his deceased wife, 
' shall be entitled to a widower's insurance benefit for each month, 
beginning with the first month after August 1950 in which he becomes 
so entitled to such insurance benefits and ending with the month pre-
ceding the first month in which any of the following occurs: he 
remarries, dies, or becomes entitled to an old-age insurance benefit 
equal to or exceeding three-fourths of the primary insurance amount 
of his deceased wife. 
"(2) Such widower's insurance benefit for each month shall be equal 
to three-fourths of the primary insurance amount of his deceased 
wife. 
"Mother's Insurance Benefits 
"(g) (1) The widow and every former wife divorced (as defined 
in section 216 (d)) of an individual who died a fully or currently 
insured individual after 1939, if such widow or former wife divorced-
" (A) has not remarried, 
" (B) is not entitled to a widow's insurance benefit, 
" (C) is not entitled to old-age insurance benefits, or is entitled 
to old-age insurance benefits each of which is less than three-
fourths of the primary insurance ammmt of such individual, 
"(D) has filed application for mother's insurance benefits, 
"(E) at the time of filing such application has in her care a 
child of such individual entitled to a child's insurance benefit, 
and 
"(F) (i) in the case of a widow, was living with such individual 
at the time of his death, or ( ii) in the case of a former wife 
divorced, was receiving from such individual (pursuant to agree-
m ent or court order) at least one-half of her support at the time 
of his death, and the child referred to in clause (E) is her son, 
daughter, or legally adopted child and the benefits referred to 
in such clause are payable on the basis of such individual's wages 
and self-employment income, 
shall be entitled to a mother's insurance benefit :for each month, begin-
ning ·with the first month after August 195C in which she becomes so 
entitled to such insurance benefits and ending with the month preced-
ing the first month in which any o:£ the following occms : no child of 
such deceased individual is entitled to a child's. insurance benefit, 
such widow or former wife divorced becomes entitled to an old-age 
insurance benefit equal to or exceeding three-fourths of the primary 
insurance amount of such deceased individual, she becomes entitled 
to a widow's insurance benefit, she remarries, or she dies. Entitlement 
to such benefits shall also end, in the case of a former wife divorced, 
with the month inunediately preceding the first month in which no 
son, daughter, or legally adopted child of such former wife divorced 
js entitled to a child's insurance benefit on the basis of the wages and 
self-employment income of such deceased individual. 
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"(2) Such mother's insurance benefit for each month shall be equal 
to three-fourths of the primary insurance amount of such deceased 
individual. 
"Parent's Insurance Benefits 
"(h) ( 1) Every parent (as defined in this subsection) of an in eli-
vidual who died a fully insured individual after 1939, if such indi-
vidual did not leave a widow who meets the conditions in subsection 
(e) (1) (D) and (E), a widower who meets the.condi~ions in sub-
section (£) ( 1) (D) , (E) , and (F) , or an unmarned child under the 
age of eighteen deemed dependent on such individual under sub-
section (d) (3), (4),or (5),andifsuchparent-
" (A) has attained retirement age, 
" (B) was receiving at least one-half of his support from such 
individual at the time of such individual's death and filed proof 
of such support within two years of such elate of death, 
" (C) has not mat'ried since such individual's death, 
"(D) is not entitled to old -age insurance benefits, or is entitled 
to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of such deceased inch-
vidual, and 
"(E) has filed application £or parent's insurance benefits, 
shall be entitled to a parent's insurance benefit for each month begin-
ning with the first month after August 1950 in which such parent 
becomes so entitled to such parent's insurance benefits and ending with 
the month preceding the first month in which any of the following 
occurs: such parent dies, marries, or becomes entitled to an old-age 
insurance benefit equal to or exceeding three-fourths of the primary 
insurance amount of such deceased individual. 
"(2) Such parent's insurance benefit for each month shall be equal 
to three-fourths of the primary insurance amount of such deceased 
individual. 
" ( 3) As used in this subsection, the term 'parent' means the mother 
or father of an individual, a stepparent of an individual by a marriarre 
contracted before such individual attained the age of sixteen, or an 
adopting parent by whom an individual was adopted before he attained 
the age of sixteen. 
"Lump-Sum D eath Payments 
"(i) Upon the death, after August 1950, of an individual who died 
a fully or currently insured individual, an amo1.mt equal to three times 
such individual's primary insurance amount shall be paid in a lump 
sum to the person, if any, determined by the Administrator to be the 
widow or widower of the deceased and to have been living with the 
deceased at the time of death. If there is no such person, or if such 
person dies before r eceiving ~ayment, t)len such amount shall be paid 
to any person or persons, eqmtably entitled thereto, to the extent and 
in the proportions that he or they shall have paid the expenses of 
burial of such insured individual. No payment shall be made to any 
person under this subsection unless application therefor shall have 
been filed, by or on behalf of any such person (whether or not legally 
competent), prior to the expiration of two years after the date of death 
of such insured individual. 
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"Application for Monthly Insurance Benefits 
" ( j) ( 1) An individual who would have been entitled to a benefit 
under subsection (a), (b), (c), (d), (e), (f), (g), or (h) foranymonth 
after August 1950 had he filed application therefor prior to the end 
of such month shall be entitled to such benefit for such month if he 
files application therefor prior to the end of the sixth month imme-
diately succeeding such month. Any benefit for a month prior to the 
month in which application is filed shall be reduced, to any extent 
that may be necessary~ so that it will not render erroneous any bene-
fit which, before the filing of such application, the Administrator has 
certified for payment for such prior month. 
"(2) No application for any benefit under this section for anv month 
after August 1950 which is filed prior to three months before "the first 
month for which the applicant becomes entitled to such benefit shall 
be a<:cep~ed a.s an a1JPl.ication for the purpo~es o~ this section; and any 
apphcatwn filed w1thm such three mcnths· penod shall be deemed to 
have bern filed in such first month. 
"Simultaneous Entitlement to Benefits 
"(k) (1) A child, entitled to child's insurance benefits on the basis 
of the wages and self-employment income of an insured individual, 
who would be entitled, on filing application, to child's insurance bene-
fits on the basis of the wages and self-employment iricome of some other 
insured individual, shall be deemed entitled, subject to the provisions 
of paragraph (2) hereof, to child's insurance benefits on the basis of 
the wages and self-employment income of such other individual if an 
application for chDd's insurance benefits on the basis of the wa~es and 
self-employment income of such other individual has been filed by 
any other child who would, on filing application, be entitled to child's 
insurance benefits on the basis of the wages and self-employment 
income of both such insured individuals. 
"(2) (A) Any child who under the preced:lng p1~ovisions of this 
section is entitled for any month to more than one child's insuranee 
benefit shall, notwithstanding l:'uch provisions, be entitled tc only one 
of such child's insurance benefits for such month, such benefit to be the 
one based on the wages and self-employm.ent income of the insured 
individual 'vho has the greatest primary insurance amount. 
"(B) Any individual who under the preceding provisions of this 
section is entitled for any month to more than one monthly insurance 
benefit (other than an old-age insurance benefit) under this title shall 
be entitled to only one such monthly benefit for such month, such 
benefit to be the laraest of the monthly benefits to which he (but for 
this subparagraph {B)) would otherwise be entitled for such month. 
"(3) If an individual is entitled to an old-aae insurance benefit :for 
any month and to any other monthly insurance benefit for such month, 
such other insurance benefit for such month shall be reduced (after 
any reduction under section 203 (a)) by an amotmt equal to such 
old -age insurance benefit. 
"Entitlement to Survivor Benefits Under Railroad Retirement Act 
"(l) If any person would be entitled, upon filing application there-
for to an annuity under section 5 of the Railr:oad Retirement Act of 
1937 or to a lum.p-sum payment under subsectiOn (:f) (1)_ of such sec-
tion,' with respect to the death of an employee (as denned m such Act) 
13 [PUll . LAW 734.] 
no lump-sum death payment, and no monthly l::.enefit for the month ~n 
which such employee died or for any month thereafter, shall be paid 
under this section to any person on the basis of the wages and self-
employment income of such employee." 
(b) ( 1) Except as provided in paragraph ( 3), the amendment made 
by subsection (a) of this section s~1all take .effect S_eptember 1, 1950,. 
( 2) Section 205 ( m) of the SoCial Secun ty ~~ct IS repe~led effecti_ve 
with respect to monthly benefits under sectwn 202 of the SoCial 
Security Act, as amended by this Act, for months after August 1950. 
(3) Section 202 (j) (2) of the Social Seetmty Act, as amended by 
this Act, shall take effect on the date of enactment of this Act. 
(c) (1) Any individual entitled to primary insurance benefits or 
widow·'s current insurance benefits under section 202 of the Social 
Security Act as in e(fect prior to its amendment by this Act who would, 
but for the enactment of this Act, be entitled to such benefits for 
September 1950 shall be deemed to be entitled to old-age insurance 
benefits or mother's insurance benefits (as the case may be) under 
section 202 of the Social Security Act, as amended by this Act, as 
though such individual became entitl€d to such benefits in such month. 
(2) Any individual entitled to any other monthly insurance bene:t;its 
under section 202 of the Social Security Act as in effect prior to its 
amendment by this Act who would, but for the enactment of this Act, 
be entitled to such benefits for September 1950 shall be deemed to be 
entitled to such benefits under section 202 of the Social Security Act, 
as amended by this Act, as though such individual became entitled to 
such benefits in such month. 
( 3) Any individual who files application a-fter August 1950 for 
monthly benefits under any subsection of section 202 of the Social 
Security Act who would, but for the enactment of this Act, be entitled 
to benefit s under such subsection (as in effect prior to such enactment) 
for any month prior to September 1950 shall be deemed entitled to 
such benefits for such month prior to September 1950 to the same 
extent and in the same amounts as though this Act had not been 
enacted. 
(d) Lump-sum death payments shall be made in the case o-f indi-
viduals who died prior to September 1950 as though this Act had not 
been enacted; except that in the case of any individual who died 
outside the forty-eight States and the District of Columbia after 
December 6, 1941, and prior to August 10, 1946, the last sentence of 
section 202 (g) of the Social Security Act as in effect prior to the 
enactment of this Act shall not be applicable if application for a 
lump-sum death payment is filed prior to September 1952. 
MAXIMUM BENEFITS 
SEc. 102. (a) So much of section 203 of the Social Security Act as 
precedes subsection (d) is amended to read as follows ; 
"REDUCTION OF INSURANCE BENEFITS 
"Maximum Benefits 
. "~:ii!c. 203. (a) ~henever the total of monthly benefits to which 
IndiVIduals are entitled under section 202 for a month on the basis of 
the wages and self-employment income of an insured individual 
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exc.eeds $150, or is more than $40 ~nd exceeds 80 per centum of his 
average monthly wage (as determmed under subsection (b) or (c) 
of section 215, whichever is applicable), such total of benefits shall 
after any deduc~ions under this section, be reduced to $150 or to 80 
per centum of Ius average monthly wage, whichever is the lesser, but 
m no ~ase to less than $40, except t~1at when any of such individuals 
so ent~tled wou19- (,bt~t for the provisions of secti~n 202 (k) (2) (A) 
be entitled to ch1l~ s msurance benefits on the bas1s of the wages and 
self-employment mcome of one or more other insured individuals 
such total of benefits shall, after any deductions under this section; 
be reduced to $150 or to 80 per centum of the sum of the averao-e 
monthly wages of all such insured individuals, whichever is the less~· 
but in no case to less than $40. "Whenever a reduction is made uncle~ 
this subsection, each benefit, except the old-age insurance benefit, shall 
be proportionately decreased." 
(b) The amendment made by subsection (a) of this section shall 
be applicable with respect to benefits for months a,fter August 1950. 
DEDUCTIONS FTIOIII BENEFITS 
SEc. 103. (a) Subsections (d), (e) , (f), (g) , and (h) of section 
203 of the Social Secmity Act are amended to read tts follows: 
"Deductions on Account of "\Vork or Failure To Have Child in Care 
"(b) Deductions, in such amounts and at such time or times as the 
Administrator shall determine, shall be made from any payment or 
payments under this title to which an individual is entitled, until the 
total of such deductions equals such individual's benefit or benefits 
under section 202 for any month-
"(1) in which such individual is under the age of seventy-five 
and in which he rendered services for wages (as determined 
under section 209 without regard to subsection (a) thereof) of 
more than $50; or 
"(2) in which such individual is under the age of seventy-five 
and for which month he is charged, under the provisions of sub-
section (e) of this section, with net earnings from self-employment 
of more than $50; or 
"(3) in which such individual , if a wife under retirement age 
entitled to a wife's insurance benefit, did not have in her care 
(individually or jointly with her husband) a child of her husband 
entitled to a child's insurance benefit; or 
" ( 4) in which such individual, if a widow entitled to a mother's 
insurance benefit, did not have in her care a child of her deceased 
husband entitled to a child's insurance benefit; or 
" ( 5) in which such individual, if a former wife divorced entitled 
to a mother's insurance benefit, did not have in her care a child, 
of her deceased former husband, who (A) is her son, daughter, 
or legally adopted child and (B) is entitled to a child's insurance 
benefit on the basis of the wages and self-employment income of 
her deceased former husband. 
"Deductions From D ependents' Benefits Because of "\Vork by Old-Age 
Insurance Beneficiary 
" (c) Deductions shall be made from any wife's, husband's, or child's 
insmance benefit to which a wife, husband, or child is entitled, until 
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the total of such deductions equals such wife's, husband's, or child's 
insurance benefit or benefits under section 202 for any month-
"(1) in which the individual, on the basis of whose wages and 
self-employment income such benefit was payable, is under the 
age of seventy-five and in :vhich he ~·endered services for wa~es 
(as determined under secbon 209 without regard to subsectwn 
(a) thereof) of more than $50; or 
"(2) in which the individual referred to in paragraph (1) is 
under the age of seventy-five and for which month he is charged, 
under the provisions of subsection (e) of this section, with net 
eamings from self-employment of more than $50. 
"Occurrence of ~1ore Than One Event 
" (d) If more than one of the events specified in subsections (b) and 
(c) occurs in any one month which would occasion deductions equal 
to a benefit for such month, only an amount equal to such benefit shall 
be deducted. The charging of net earnings· from self-employment to 
any month shall be treated as an event occurr.ing in the month to 
which such net earnings are charged. 
":Months to Which Net Earnings From Self-Employment Are 
Charged 
"(e) Forthepurposesofsubsections (b) and (c)-
" ( 1) If an individual's net earnings from self-employment for 
his taxable year are not more than the product of $50 times the 
number of months in such year, no month in such year shall be 
charged with more than $50 of net earnings from self-employment. 
"(2) If an individual's net earnings from self-employment for 
his taxable year are more than the product of $50 times the number 
of months in such year, each month of such year shall be charged 
with $50 of net earnings from self-employment, and the amount 
of such net earnings in excess of such product shall be further 
charged to months as follows : The first $50 of such excess shall be 
charged to the last month of such taxable year, and the balance, 
if any, of such excess shall be charged at the rate of $50 per month 
to each preceding month in such year until all of such balance has 
been applied, except that no part of such excess shall be charged 
to any month (A) for which such individual was not entitled to a 
benefit under this title, (B) in which an event described in para-
graph (1), (3), (4), or (5) of subsection (b) occurred, (C) in 
which such individual was age seventy-five or over, or (D) in 
which such individual did not engage in self-employment. 
"(3) (A) As used in paragraph (2), the t erm 'last month of 
such taxable year' means the latest month in such year to which 
the charging of the excess described in such paragraph is not pro-
hibited by the application of clauses (A), (B), (C), and (D) 
thereof. 
"(B) For the purposes of clause (D) of paragraph (2), an 
individual will be presumed, with respect to any month, to have 
been engaged in self-employment in such month until it is shown 
to the satisfaction of the Administrator that such individual 
rendered no ~ubstantial services in such month with respect to any 
trade or busmess the net income or loss of which is includible in 
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computing his net earnings from self-employment for any taxable 
year. The Administrator shall by r egulations prescribe the meth-
ods and criteria for determining whether or not an individual has 
rendered substantial services with respect to any trade or business. 
"Penalty for Failure to R eport Certain Events 
"(f) Any individual in receipt of benefits subject to deduction under 
subsection (b) or (c) (or who is in receipt of such benefits on behalf 
of another individual), because of the occurrence of an event specified 
therein (other than an event described in subsection (b) (2) or (c) 
( 2)), shall report such occurrence to the Administrator prior to the 
receipt and accept ance of an insurance benefit for the second month 
follm1ing the month in which such event occurred. Any such incli-
vidual having knowledge thereof, who fails to report any such occur-
rence, shall suffer an additional deduction equal to that imposed under 
subsection (b) or (c), except that the first additional deduction 
imposed by this subsection in the case of any individual shall not exceed 
an amount equal to .one month's benefit even though tb.e failure to 
report is with respect to more than one month. 
"Report to Administrator of Net Earnings Froni Self-Employment 
" ( o-) ( 1) If an individual is entitled to any monthly insurance 
benefit under section 202 during any taxable year in which he has net 
earnings from self-employment in excess of the product of $50 times 
the number of months in such year, such individual (or the individual 
who is in receipt of such benefit on his behalf) shaD make a report to 
the Administrator of his net earnings from self-employment for such 
taxable year. Such report shall be made on or before the fifteenth 
day of the third month following the close of such year, and shall 
contain such infoi·mation and be made in such manner as the Admin-
istrator may by regulations prescribe. Such report need not be made 
for any taxable year beginning with or after the month in which such 
individual attained the age of seventy-five. 
"(2) If an individual fails to make a report required under para-
l:?ra ph ( 1), within the time prescribed therein, of his net earnings 
from self-employment for any taxable year and any deduction is 
imposed under subsection (b) (2) by reason of such net earnings-
" (A) such individual shall suffer one additim1al deduction in 
an amount equal to his benefit or benefits for the last month in 
such t axable year for which he was entitled to a benefit under 
section 202; an d 
" (B) if the f ailnre to make such report continues after the c1ose 
of the fourth calendar month following the close of such taxable 
year, such individual shall suffer an additional deduction in the 
same amount for each month during all or any part of which such 
failure continues after such fourth month; 
excep t that the number of the additional deductions required by this 
paragraph shall not exceed the number of months in such taxable 
year for which such individual received and accepted insurance bene-
fits under section 202 and for which deductions are imposed under sub-
section (b) (2) by reason of such net earnings from self-employment. 
If more than one additional cleduction would be imposed under this 
pnmgraph wit h respect to a failure by an individual to fill:'. a report 
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required by paragraph (1) ::mel such failure is the first for which nny 
additional deduction is imposed under this paragraph, only one addi-
tional aecluction shall be imposed with respect to such first failure. 
"(3) If the Administrator determines, on the basis of information 
obtained by or submitted to him, that it may reasonably be expected 
that an individunl entitled to benefits under section 202 for any taxable 
year will suffer deductions imposed under subsection (b) (2) by reason 
of his net earnings from self-employment for such year, the Adminis-
ti·ator may, before the close of such taxable year, suspend the payment 
for each month in such year (or for only such months as the Adminis-
trator may specify) of the benefits payable on the basis of such indi-
vidual 's wages nnd self-employment income; and such suspension shall 
remain in effect with respect to the benefits for any month until the 
Administrator has determined whether or not any deduction is 
imposed for such month under subsection (b). The Administrator 
is authorized, before the close of the taxable year of an individunl 
entitled to benefits during such year, to request of such individual 
that he make, at such time or times as the Administrator may specify, 
a declaration of his estimated net earnings from self-employment :for 
the taxable year and that he furnish to the Administrator such other 
information with respect to such net earnings as the Administrator 
may specify. A failure by such individual to comply with any such 
request shall in itself constitute justification for a determination under 
this pantgntph that it may reasonably be expected that the individual 
will suffer deductions imposed nncler subsection (b) (2) by reason of 
his net earnings from self-employment for such year. 
"Circumstances Under Which Deductions Not R equired 
"(h) Deductions by reason of subsection (b), (f) , or (g) shall, not-
withstandina the provisions of such subsection, be made from the 
benefits to wl1ich nn individual is entitled only to the extent that they 
r educe the total amount which would otherwise be paid, on the basis 
of the same wages and self-employment income, to him and the other 
individuals living in the same household. 
"Deductions \Vith Respect to Certain Lump Sum Payments 
"(i) Dedu~tions _shn;ll_ also .be m_acle from any old-age insurance 
benefit to which an Jn<hvrclualis entitled, or from any other insurance 
benefi~ payable o11: the basis of s1:1ch individual's wages and self-employ-
ment mcome, until such cleductwns total the amount of any lump sum 
paid to such individual under section 204 of the Social Security Act 
in force prior to the elate of enactment of the Social Security Act 
Amenrlments of 1939. 
"Attainment of Age i:3eventy-five 
"(j) For the purposes of this section, an individual shall be con-
sidered as seventy-five years of age during the entire month in which 
he attains such age." 
(b) The amendments made by t lus section shall take effect Septem-
ber 1, 1950, except that the provisions of subsections (a~' '(e)' and 
(:f) of secti~n ~03 of the Social S~curity Act as in effect prior to the 
enactment of tlns Act shall be applicable for months p r1o1· ~o September 
1950. 
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DEFINITIONS 
~E?· 104. (a) .Title II of ~he S<;>cial_ Se~urity Act is amended by 
stnlong out sectiOn 209 and msertmg m heu thereof the following : 
"DEFINITION OF WAGES 
"SmJ. 209. For the purposes of this title, the term 'wages' means 
remuneration paid prior to 1951 which was wages for the pmposes of 
this title under the law applicable to the payment of such r emunera-
tion, and remuneration paid after 1D50 for employment, including the 
cash value of all remuneration paid in any medium other than cash; 
except that, in the case of remuneration paid after 1950, such term 
shall not include-
" (a) That part of the remuneration which, after rem unera-
tion (other than remuneration referred to in the succeeding sub-
sections of this section) equal to $3,600 with respect to employment 
has been paid to an individual during any calendar year, is paid 
to such individual during such calendar year; 
"(b) The amount of any payment (including any amount J)aid 
by an employer for insurance or annuities, or into a fun , to 
provide for any such payment) made t o, or on behalf of, an em-
ployee or any of his dependents tmder a plan or system est ablished 
by an employer which makes provision for his employees gen-
erally (or for his employees generally and their dependents) or 
for a class or classes of his employees (or for a class or classes 
of his employees and their dependents), on account of (1) retire-
ment, or ( 2) sickness or accident disability, or ( 3) medical or hos-
pitalization expenses in connection with sickness or accident .dis-
nbility,or (4) death; 
" (c) Any payment made to an employee (including any amount 
paid by an employer for insurance or annuit ies, or into a fund, to 
provid~ for any such payment) on account of r etirement; 
" (d) Any payment on account of siclmess or accident disability, 
or medical or hospitalization expenses in connection with sick-
ness or accident disability, made by an employer to, or on behalf 
of, an employee after the expiration of six calendar months follmY-
ing the last cn1enclar month in which the employee worked for 
such employer; 
" (e) Any payment made to, or on behalf of, an employee or 
his beneficiary ( 1) from or to a trust exempt from tax under sec-
tion 165 (a) of the Internal Revenue Code at the time of such 
payment unless such payment is made to an employee of the trust 
ns remu!leration for services rendered as such employee rind not 
as a beneficiary of the trust , or (2) under or to :m annuity plan 
which, at the time of such payment, meets the requirements of sec-
tion165 (a) (3), (4), (5),and (G) of suchcode; 
" (f) The p().yment by an employer (without deduction from the 
remuneration of the employee) ( 1) of the tax imposed upon an 
employee under section 1400 of the Internal Revenue Code, or 
(2) of any payment required from an employee tmcler a State 
unemployment compensation law; 
"(g) (1) Remuneration paid in any medium other than cash 
to an employee for service not in the course of the employer's 
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trade or business or for domestic service in a private home of the 
em..Ployer; (2) Cash remuneration paid by an employer in any calendar 
quarter to an employee for domestic service in a private home of 
the employer, if the cash remuneration paid in the quarter for 
such service is less than $50 or the employee is not regularly 
employed by the employer in such quarter of payment. For the 
purposes of this paragraph, an employee shaH. be deemed to be 
regularly employed by an employer during a calendar quarter 
only if (A.) on each of some twenty-four days during the quarter 
the employee performs for the employer for some portion of the 
day domestic service in a private home of the employer, or (B) the 
employee was regularly employed (as determined under clause 
(A.)) by the employer in the performance of such service during 
the preceding calendar quarter. A.s used in this paragraph, the 
term 'domestic service in a private home of the employer' does not 
include service described in section 210 (f) ( 5) ; 
"(h) Remuneration paid in any medium other than cash for 
agricultural labor ; 
" ( i) A.ny payment (other than vacation or sick pay) made to 
an employee after the month in which he attains retirement age 
(as defined in section 216 (a) ) , if he did not work for the employer 
in the period for which such payment is made; or 
" ( j) Remuneration paid by an employer in any quarter to an 
employee for service descr ibed in sectiOn 210 (k) (3) (C) (relat-
ing to home workers), if the cash remuneration paid in such 
quarter by the employer to the employee for such service is less 
than $50. 
"For purposes of this title, in the case of domestic service described 
in subsection (g) (2), any payment of cash remuneration for such 
service which is more or less than a whole-dollar amount shall, under 
such conditions and to such extent as may be prescribed by regulations 
made under this title, be computed to the nearest dollar. For the 
purpose of the computation to the nearest dollar, the payment of a 
fractional part of a dollar shall be disregarded unless it amounts to 
one-half dollar or more, in which case it shall be increased to $1. The 
amount of any payment of cash r emuneration so computed to the near-
est dollar shall, in lieu of the amount actually paid, be deemed to 
constitute the amount of cash remuneration for purposes of subsection 
(g) (2) . 
"DEFINITION OF EUPLOYMENT 
"SEc. 210. For the purposes of this title-
"Employment 
" (a) The t erm 'employment' means any service performed after 
1936 and prior to 1951 which was employment for the purposes of 
this title under the law applicable to the period in which such service 
was performed, and any service, of whatever nature, performed after 
1950 either (A.) by an employee for the person employing him irre-
spective of the citizenship or residence of either, (i) within the United 
States, or ( ii) on o1· in connection with an American vessel or American 
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aircraft under a contract of service which is entered into within the 
United States or during the performance of which and while the 
employee is employed on the vessel or aircraft it touches at a. port 
in the United States, if the employee is employed on and iii connection 
with such vessel or aircraft when outside the United States, or (B) 
outside the United States by a citizen of the United States as an 
employee f or an American employer (as defined in subsection (e)) ; 
except that, in the case of service performed after 1950, such term 
shall not in.clude-
" ( 1) (A) Agricultural labor (as defined in subsection (f) of 
this section ) performed in any calendar quarter by an employee, 
unless the cash remuneration paid for such labor (other than 
service described in subparagraph (B) ) is $50 or more and such 
labor is performed for an employer by an individual who is 
r egularly employed by such employer to perform such agricul-
tural labor. For the purposes of this subparagraph, an indi-
vidual shall be deemed to be r egularly employed by an employer 
during a calendar quarter only if- · 
"(i) such individual performs agricultural labor (other 
than service described in subparagraph (B)) for such 
employer on a full-time basis on s1xty days during such 
quarter, and 
"(ii) the quarter was immediately preceded bv a qualify-
ing quarter. 
For the purposes of the preceding sentence, the term 'qualifying 
quarter' means (I) any quarter during all of which such indi-
vidual was continuously employed by such employer, or (II) any 
subsequent quarter which meets the test of clause (i) if, after 
the last quarter during all of which such individual was con-
tinuously employed by such employer, each intervening quarter 
met the test of clause ( i). Notwithstanding the preceding pro-
visions of this subparagraph, an individual shall also be deemed 
to be regularly employed by an employer during a calendar 
quarter if such individual was r egularly employed (upon applica-
tion of clauses (i) and (ii)) by such employer during the 
. preceding calendar quarter. 
"(B) Service performed in connection with the production or 
h arvesting of any commodity defiHed as an agricultural commodity 
in section 15 (g) of the Agricultural Marketing A ct, as amended, 
or in connection with the ginning of cotton; 
"(2) Domestic service performed in a local college club, or 
local chapter of a cellege fraternity or sorority, by a student who 
is enrolled and is regularly attending classes at a school, college, 
or university; 
" ( 3) Service not in the course of the employer's trade or business 
performed in any calendar quarter by an employee, unless the cash 
remuneration paid for such service is $50 or more and such service 
is performed by an individual who is regularly employed by such 
employer to perform such service. For the purposes of this para-
graph, an individual shall be deemed to be r egularly employed· by 
an employer during a calendar quarter only if (A) on each of some 
twenty-four days during such quarter such ind1vidual performs 
for such employer for some portion of the day service not in the 
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course of the employer's trade or business, or (B) · such individual 
was regularly employed (as determined under clause (A)) by 
such employer in the performance of such service during the 
preceding ca'lendar quarter. As used in this paragraph, the term 
'service not in the course of the employer's trade or business' does 
not include domestic service in a private home of the employer 
and does not include service described in subsection (f) ( 5) ; 
" ( 4) Service performed by an individual in the employ of his 
son, daughter, or spouse, and service performed by a child under 
the age of twenty-one in the employ of his father or mother; 
" ( 5) Service performed by an individual on or in connection 
with a vessel not an American vessel, or on or in connection with 
an aircraft not an American airoraft, if the individual is employed 
on and in cmmection with such vessel or aircraft when outside the 
United States; 
" ( 6) Service performed in the employ of any instrumentality 
of the United States, if such instrumentality is exempt from the 
tax imposed by section 1410 of the Internal Revenue Code by 
virtue of any provision of law which specifically refers to such 
section in granting such exemption; 
"(7) (A) Service performed in the employ of the United States 
or in the employ of any instrumentality of the United States, if 
such service is covered by a retirement system established by a 
law of the United States; 
"(B) Service performed in the employ of an instrumentality 
of the United States if such an instrumentality w~s exempt from 
the tax imposed by section 1410 of the Internal Revenue Code on 
December 31, 1950, except that the provisions of this subparagraph 
shall not be applicable to-
" (i) service performed in the employ of a corporation 
which is wholly owned by the United States ; 
" ( ii) service performed in the employ of a national farm 
loan ll.ssociat ion, a production credit association, a Federal 
Reserve B ank, or a Federal Credit Union; 
"(iii) service performed in th e employ of a State, county, 
or community committee under the Production and Market-
ing Administration; or · 
'' (iv) service performed by a civilian employee, not com-
pensated from funds appropriated by the Congress, in the 
Army and Air Force Exchange Service, Army and Air Force 
Motion Picture Service, Navy Exchanges, Marine Corps 
Exchanges, or other activities, conducted by an instrumen-
tality of the United States subject to the jurisdiction of the 
Secretary of Defense, at installations of the Department of 
D efense for the comfort, pleasure, contentment, and mental 
and physical improvement of personnel of such Department· 
"(C) Service performed in the employ of the United State~ 
or in the employ of any instrumentality of the United States if 
such service is performed- ' 
"(i) as the President or Vice President of the United 
States or as a Member, Delegate, or R esident Commissioner, 
of or to the Congress ; 
" ( ii) in the legislative branch; 
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" (iii) in the field service of the Post Office D epartment 
unless performed by any individual as an employee who is 
excluded by E xecutive order from the operation of the Civil 
Service Retirement Act of 1930 because he is serving under a 
temporary appointment pending final determination of eligi-
bility. for. permanent or indefinite appointment; 
"(iv) in or under the Bureau of the Census of the D epart-
ment of Commerce by temporary employees employed for 
the taking of any census; 
" ( v) by any individual as an employee who is excluded by 
Executive order from the operation of the Civil Service 
R etirement Act of 1930 because he is paid on a contract or fee 
basis; 
" (vi) by any individual as an employee receiving nominal 
compensation of $12 or less per annum ; · 
" (vii) in a hospital, home, or other institution of the United 
States by a patient or inmate thereof; 
"(viii) by any individual as a consular agent appointecl 
under authority of section 551 of the Foreign Service Act of 
1946 (22 U.S. C., sec. 951); 
" ( ix) by any individual as an employee included under 
section 2 o£ the Act of .August 4, 1947 (relating to certain 
interns, student nurses, and other student employees of hos-
pitals of the Federal Government; 5 U. S. C., sec. 1052) ; 
"(x) by any individual as n,n employee serving on a t em-
porary basis in case of fire, storm, earthquake, flood, or other 
similar emergency; 
"(xi) by any individual as an employee who is employed 
under a Federal relief program to relieve him from unemploy-
ment: 
"(iii) as a member of a State, county, or community com-
mittee under the Production and Marketing Administration 
or of :my other board, council, committee, or other similar 
body, unless such board, council, committee, or other body is 
composed exclusively of individuals otherwise in the full-
time employ of the United States; or 
"(xiii) by an individual to whom the Civil Service Retire-
ment Act of 1930 does not apply because such individual is 
subject to another retirement system; 
"(8) Service (other than service included under an agreement 
under section 218 and other than service which, under subsection 
(l), constitutes covered transportation service) performed in 
the employ of a State, or any political subdivision thereof, or any 
instrumentality of any one or more of the foregoing which is 
wholly owned "by one or more States or political subdivisions; 
"(9) (A) Service performed by a duly ordained, commissioned, 
or licensed minister of a church in the exercise of his ministry or 
by a member of a religious order in the exercise of duties r equired 
by such order; 
"(B) Service performed in the employ of a religious, chari-
table, educational, or other organization exempt from income tax 
under section 101 (6) of the Internal R evenue Code, ~ut this 
subpa:a~yh_ s_!l':ll _not apply to service performed durmg the 
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period ·for which a certificate, filed pursuant to section 1426 (1) 
of the Internal Revenue Code, is in effect if such service is per-
formed by an employee (i) whose signature appears on the list 
filed by such organization under such section 1426 (1), or (ii) 
who became an employee of such or~anization after the calendar 
quarter in which the certificate was riled; 
" ( 10) S ervice performed by an individual as an employee or 
employee r epresentative as defined in section 1532 of the Internal 
Revenue Code; 
" (11) (A) Service performed in any calendar quarter in the 
employ of any organization exempt from income tax under section 
101 of t he l J1ternal R evenue Code, if the remuneration for such 
service is less than $50 ; 
" (B) Service performed in t he employ of a school, college, or 
university if such service is performed by a student who is enrolled 
and is regularly attending classes at such school, college, or 
university; 
"(12) Service performed in the employ of a foreign govern-
ment (including service as a consular or other officer or employee 
or a nondiplomatic r epresentative ); · 
" ( 13) Service perform.ed in the employ of an instrumentality 
wholly owned by a foreign government-
" (A) If the ser vice is of a character similar to that per-
formed in foreign countries by employees of the United States 
Government or of an instrumentality thereof ; r.rlc1 
" (B ) If the Secretary of State shall certify t.o th e S ecretary 
of the Treasury that the foreign government, with respect to 
whose instrumentality and employees thereof exemption is 
c.laimed, grants an equivalent exemption with respect to sim-
ilar service performed in the foreign country by employees 
of the United States Government and of instrumentalities 
thereof; 
"(14) Service performed as a student nurse in the employ of :i 
hospital or a nurses' training school by an individual who is 
enrolled and is reg ularly attending classes in a nurses' training 
school chartered or approved pursuant to State law ; and service 
performed as an interne in t he employ of a hospital by an indi-
vidual who h as completed a four years' course in a medical school 
chartered or approved pursuant to State law; 
" { 15) Service p erformed by an individual in (or as an officer 
or member of the crew of a vessel while it is engaged in) the 
catching, taking, harvesting, cultivating, or farming of any kind 
of fish , shellfish, crustacea, sponges, seaweeds, or other aquatic 
forms of animal and vegetable life ( including service performed 
by . any such individu al as an ordinary incident to any such 
activity ), except (A) service performed in connection with the 
catching or taking of salmon or halibut, for comm ercial purposes, 
and .(B) service performed on or in connection with a vessel of 
more than ten Iiet tons (determined in the manner provided for 
determining the register tonnage of mer:chant vessels under the 
laws of the United States); 
" (16) (A) Service performed by an individual under the age of 
eighteen in the delivery or distribut ion of newspapers or shopping 
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news, not including delivery or distribution to any point for subse-
quent delivery or distribution; · 
"(B) Service performed by an individual in, and at the time of 
the sale of newspapers or magazines to ultimate consumers, uncle; 
an arrangement under which the newspapers or magazines are to 
be sold by him at a fixed price, his compensation being based mi 
the retention of the excess of such price over the amotmt at which 
the newspapers or magazines are charged to him, whether or not 
he is guaranteed a minimum amount of compensation for such 
service, or is entitled to be credited with the unsold ·newspapers 
or magazines turned back ; or 
"(17) Service performed in the employ of an international 
organization entitled to enjoy privileges, exemptions, and immuni-
ties as an international organization under the International 
Organizations Immunities Act (59 Stat. 669) . 
"Included and Excluded Service 
"(b) If the services performed during one-half or more of any 
pay . period by an employee for the person employing him constitute 
employment, all the services of such employee for such period shall 
be deemed to be employment; but if the services performed during 
more than one-half of any such pay period by an employee for the 
person employing him do not constitute employment, then none of the 
• services of such employee for such period shall be deemed to be 
employment. As used in this subsection, the term 'pay period' means 
a period (of not more than thirty-one consecutive days) for which a 
payment of remuneration is ordinarily made to the employee by the 
person employing him. This subsection shall not be applicable with 
respect to services performed in a pay period by an employee for the 
person employing him, where any of such service is excepted by para-
graph (10) ofsubsection (a). 
".American Vessel 
" (c) The term 'American vessel' means any vessel documented or 
numbered under the laws of the United States; and includes any vessel 
which is neither documented or numbered under the laws of the United· 
States nor documented under the laws of any foreign country, if its 
crew is employed solely by one or more citizens or residents of the 
United States or corporations organized under the laws of the United 
States or of any State. 
"American Aircraft 
" (d) The term 'American aircraft' means an aircraft registered 
under the laws of the United States. 
"American Employer 
" (e) The term '.American employer' means an employer which is 
(1) the United States or any instrumentality thereof, _(2) a State or 
any political subdivision thereof, or any instrumentality of any one 
or niore of the foregoing, (3) an individual who is a resident of the 
United States, ( 4) a partnership, if two-thirds or _more of. the partners 
are residents of the United States, (5) a trust, If all of the trustees 
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are residents of the United States, or (6) a corporation organized 
under the laws of the United States or of any State. 
"Agricultural Labor 
"(-:f) T.he term 'agricultural labor' includes all service performed-
" ( 1) On a farm, in the employ of any person, in connection 
with cultivating the soil, or in connection with raising or harvest-
ing any agricultural or horticultural commodity, including the 
raising, shearing, feeding, caring for, training, and management 
of livestock, bees, poultry, and fur-beariiig animals and wildlife. 
"(2) In the employ of the owner or tenant or other operator 
of a :farm, in connection with the operation, management, conser-
vation, improvement, or maintenance of such farm and its tools 
and equipment, or in salvaging timber or clearing land of brush 
and other debris left by a hurricane, if the 1najor part of such 
service is performed on a farm. 
"(3) In connection with the production or harvesting of any 
commodity defined as an agricultural commodity in section 15 
(g).of the Agricultural Marketing Act, as amended, or in connec-
tion with th.e ginning of cotton, or in connection with the opera-
tion or maintenance of ditches, canals, reservoirs, or waterways, 
not owned or operated for profit, used exclusively for supplying 
and storing water for farming purposes. 
" ( 4) (A) In the employ of the operator of a farm in handling, 
planting, drying, packing, packaging, processing, freezing, grad-
ing, storing, or delivering to storage or to market or to a carrier 
:for t ransportat ion to market, in its unmanufactured state, any 
agricultural or horticultural commodity; but only if such operator 
produced more than one-half of the commodity with respect to 
wh.ich Sl~ch service is performed. 
"(B) In the employ of a group of operators of farms (other 
than a cooperative organization) in the performance of service 
described in subparagraph (A), but only if such operators pro-
duced all of the commodity with respect to which such service 
is performed. For the purposes of th1s subparagraph, any unin-
corporated group of operators shall be deemed a cooperative or-
ganization if the number of. operato~·s comprising such group is 
more than twenty at any t1me durmg the calendar quarter in 
which such service is. performed. 
" ( 5) On a farm operated for profit if such service is not in the 
course of the employer's trade or business or is domestic service 
in a private home of the employer. 
The provisions of subparagraphs (A) and (B) of paragraph (4) shall 
not be deemed to be applicable with respect to service performed in 
connection with commercial canning or commercial freezing or in 
connection with any agricultural or horticultural commodity after its 
delivery to a terminal market for distribution for consumption. 
"Farm 
"(g) The term 'farm' includes stock, dairy, poultry, fruit, fur-bear-
ing animal, and truck farms, plant-ations, ranches, nurseries, ranges, 
greenhouses or other similar structures used primarily for the raising 
of agricultural or horticultural commodities, and orchards. 
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"State 
"(h) The term 'State' includes Alaska, Hawaii, the District of 
CoJumLia, and the Virgin Islands; and on and after the efl'ective date 
specified in section 219 such term includes Puerto Rico. 
"U nitecl States 
"(i) The term 'United States' when used in a geographical sense 
means the States, Alaska, Hawaii, the District of Columbia, and the 
Virgin Islands; and on and after the efl'ecti ve date specified in section 
219 such term includes Puerto Rico. 
"Citizen of Puerto Rico 
"(j) An individual who is a citizen of Puerto Rico (but not other-
wise a citizen of the United States) and who is not a resident of the 
United States shall not be considered, for the purposes of this section, 
as a citizen of the United States prior to the effective date specified in 
section 219. 
"Employee 
"(k) The term 'employee' means__:. 
" ( 1) any officer of a corporation; or 
"(2) any individual who, under the usual common law rules 
applicable in determining the employer-employee relationship, has 
the status of an employee; or 
"(3) any incEvidua1 (other than an individual who is an 
employee under paragraph (1) or (2) of this subsection) who 
performs services for remuneration for any person-
" (A) as an agent-driver or commission-driver engaged in 
distributing meat products, vegetable products, fruit prod-
u cts, bakery products, beverages (other than milk), or laun-
dry or dry-cleaning services, for his principal; 
"(B) as a full-time life insurance salesman; 
" (C) as a home worker performing work, according to 
specifications furnished by the person for ,..,-hom the services 
are performed, on materials or goods furnished by such per-
son which are required to be r eturned to such person or a 
person designated by him, if the petforman~e of such services 
is subject to licensing requirements under the laws of the 
State in which such services are performed ; or 
"(D) as a traveling or city salesman, other than as an 
agent-driver or comn"lission-driver, engaged upon a full-time 
basis in the solicitation on behalf of, and the transmission to, 
his principal (except for side-line sales activities on behalf of 
some other person) of orders :i!rom wholesalers, retailers, 
contractors, or operators of hotels, restaurants, or other simi-
lar establishments for merchandise for resale or supplies for 
use in their business oprra tions; 
if th;o contract of service contemplates that substantially all of 
such services are to be . performed personally by such individual; 
except that an individual shall not be included in the term 
'employee' under the provisions of this paragraph if such incli-
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vidual has a substantial investment in facilities used in connection 
with the performance of such services (other than in facilities 
for transportation), or if the services are in the nature of a single 
transaction not part of a continuing relationship with the person 
for whom the services are performed. 
"Covered Transportation Service 
"(l) (1) Except as provided in paragraph (2), all service per-
formed in the employ of a State or political subdivision in conne~tion 
with its operation of a public transportation system shall constitute 
covered transportation service if any part of the transportation sys-
tem was acquired from private ownership after 1936 and prior to 1951. 
"(2) Service performed in the employ of a State or political sub-
division in connection with the operation of its public tre,nsportation 
system shall not constitute covered transportation service if-
" (A) any part of the-transportation system was acquired from 
private ownership after 1936 and prior to 1951, and substantially 
all service in connection with the operation of the transportation 
system is, on December 31, 1950, covered under a general retire-
ment system providing benefits which, by reason of a provision of 
the State constitution dealing specifically with retirement systems 
of the St11.te or political subdivisions thereof, cannot be diminislwd 
or impaired; or 
" (B) no part of the transportation system operated by the State 
or political subdivision on December 31, 1950, was acquired from 
private ownership after 1936 and prior to 1951; 
except that if such State or political subdivision makes an acquisition 
after 1950 from private ownership of any part of its transportation 
system, then, in the case of any employee who-
" (C) became an employee of sttch State or political subdivision 
in connection with and at the time of its acquisition after 1950 
of such part, and 
" (D) prior to such acquisition rendered service in employment 
in connection with the operation of such part of the transportation 
system acquired by the State or political subdivision, 
the service of such employee in connection with the operation of the 
transportation system shall constitute covered transportation service, 
commencing with the first day of the third calendar quarter following 
the calendar quarter in which the acquisition of such part took place, 
unless on such first day such service of such em.ployee is covered by a 
general retirement system which does not, with respect to such em-
ployee, contain special provisions applicable only to employees de-
scribed in subparagraph (C). 
"(3) All service performed in the employ of a State or political 
subdivision thereof m connection with its operation of a public trans-
portation system shall constitute covered transportation service if 
the transportation system was not operated by the State or political 
subdivision prior to 1951 and, at the time of its first acquisition (after 
1950) from private ownership of any part of its transportation system, 
the State or political subdivision did not have a general retirement 
system covering substantially all service performed in connection with 
the operation of the transportation system. 
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" ( 4) For the purposes of this subsection-· 
" ( ~) Th~ term 'genera;!" r~tirement system' menns any pension, 
annmty, retirement, or s1m1lar fund or system established by a 
State or by a political subdivision thereof for employees of the 
State, political subdivision, or both; but such term shall not in-
clude such a fund or system which covers only service performed 
i~1 positions connected with the operation o:f its public transporta-
tiOn system. 
"(B) A transportation system or a part thereof shall be con-
sidered to have been acquired by a State or political subdivision 
from private ownership if prior to the acquisition service per-
formed by employees m connection with the operation of the 
system or part thereof acquired constituted employment under 
this title, and some of such employees became employees of the 
State or political subdivision· in connection with and at the time 
of such acquisition. 
"(C) The term 'political subdivision' includes an instrumen-
tality of (i) a State, (ii) one or more political subdivisions of a 
State, or (iii) a State and one or more of its political subdivisions. 
" SELF-EMPLOYMEN T 
"SEc. 211 . For the purposes of this title-
"Net Earnings From Self-Employment 
. " (a) The term 'net earnings from self-employment' means the gross 
mcome, as computed under chapter 1 of the Internal Revenue Code, 
derived by an individual from any trade or business carried on by 
such individual, less the deductions allowed under such chapter which 
are attributable to such trade or business, plus his distributive share 
(whether or not distributed) of the ordinary net income or loss, as 
computed under section 183 of such code, from any trade or business 
carried on by a partnership of which he is a member; except that in 
computing such gross income and deductions and such distributive 
share of partnership ordinary net income or loss-
" ( 1) There shall be excluded rentals from real estate (including 
personal property leased with the real estate) and deductions 
attributable thereto, unless such rentals are received in the course 
of a trade or business as a real estate dealer; 
"(2) There shall be excluded income derived from any trade or 
business in which, if the trade or business were carried on exclu-
sively by employees, the major portion of the services would con-
stitute agricultural labor as defined in section 210 (f) ; and there 
shall be excluded all deductions attributable to such income; 
"(3) There shall be excluded dividends on any share of stock, 
and interest on any bond, debenture, note, or certificate, or other 
evidence of indebtedness, issued with interest coupons or in regis-
tered form by any corporation (including one issued by a govern-
ment or political subdivision thereof), unless such dividends and 
interest (other than interest described in section 25 (a) of the 
Internal R evenue Co'cle) are received in the course of a trade or 
business as a dealer in stocks or securities; 
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"(4 ) There shall be excluded any gain or loss (A) which _is 
considered under chapter 1 of the Internal R evenue Code as gam 
or loss from the sale or exchange of a capital asset, (B) from the 
cutting or di sposal of timber if section 117 (j) of such code is 
applicable to such gain or loss, or . (C) .f~·om the sale, ex~hange, 
involuntary conversiOn, or other dispositiOn of property If such 
property is neither (i) st?ck in .trad.e ~r other pr.operty of a kind 
which would properlv be m clndible m mventory If on hand at the 
close of _he taxable year, nor (ii ) property held primarily for sale 
to customers in the ordinary course of the trade or business ; 
" ( 5) The deduction for net operating losses provided in section 
23 ( s) of such code shall not be allowed ; 
"(6) (A) If any of the income derived from a trade or busi-
ness (other than a trade or business carried on by a partnership) 
is community income under community property laws applicable 
to such income, all of the gross income and deductions attributable 
to such trade or business shall be treated as the gross income and 
deductions of the husband unless the wife exercises substantially 
all of the management and control of such trade or business, in 
which case all of such gross income and deductions shall be treated 
as the gross income and deductions of the wife ; 
"(B) If any portion of a p ar tner's distributive share of the 
ordinary net income or loss :fro.m a trade or business car ried on 
by a partner ship is community income or loss under the com-
munity property laws applicable to such share, all of such dis-
tributive share shall be included in computing the net earnings 
f rom self-employment of such partner , and no part of such share 
shall be t aken into account in computing the net earnings from 
self-employment of the spouse of such partner; 
"(7) In the case of any taxable year beginning on or after t he 
effective date specified in section 219, (A) the term 'possession of 
the United States' as used in section 251 of th e Internal Revenue 
Code shall not include Puerto Rico, and (B) a citizen or resid ent 
of P uerto Rico sl1all compute his net earnings from self-employ-
ment in the same manner as a citi zen of the United States and 
without regard to the provisions of section 252 of such code. 
If the taxable year of a p artner is different f rom that of the partner -
ship, the distributive share which he is required to inclnde in com-
puting his net earnings from self-employment shall be based upon 
the ordinary net income or loss of the partnership for any taxable 
year of thB partnership (even though beginning prior to 1951) ending 
within or with his t axable year. 
"Self-Employment I ncome 
"(b) The term 'self-employment income' means the net earnings 
:from self-employment derived by an individual (other than a non-
resident ·alien individual) during any taxable year beginning after 
1950; except that such t erm shall not include-
" ( 1) That part of the net earnings from self-employment which 
is in excess of: (A) $3,600, minus (B) the amount of the wages 
paid to such individual during the taxable year ; or 
"(2 ) The net earnings from self-employment, if such net en rn-
ings for the taxable year are less than $400. 
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In the case of any taxable year beginning prior to the effective date 
specified in section 219, an individual who is a citizen of Puerto Rico 
(but not otherwise a citizen of the United States) and who is not a 
r:sident of the United States during such taxable year shall be con-
Sidered, for the purposes of this subsection, as a nonresident alien 
individual. An individual who is not a citizen of the United States 
but who is a resident of the Virgin Islands or (after the effective date 
specified in section 219) a resident of Puerto Rico shall not, for the 
purposes of this subsection, be considered to be a nonresident alien 
jndividual. 
"Trade or Business 
"(c) The term 'trade or business', when used with reference to self-
employment income or net earnings from self-employment, shall have 
the same meaning as when used in section 23 of the Internal Revenue 
Code, except that such term shall not include-
" ( 1) The performance of the functions of a public office; 
"(2) The performance of service by an individual as an 
employee (other than service described in section 210 (a) (16) 
(B) performed by an individual who has attained the age of 
eighteen); 
"(3) The performance of service by an individual as an 
employee or employee representative as defined in section 1532 
of the Internal Revenue Code; 
" ( 4) The performance of service by a duly ordained, com-
missioned, or licensed minister of a church in the exercise of his 
ministry or by a member of a religious order in the exercise of 
duties required by such order; or 
. " ( 5) The performance of service by an individual in the exercise 
of his profession as a physician, lawyer, dentist, osteoi?ath veter-
inarian, chiropractor, naturopath, optometrist, Christian Science 
practitioner, architect, certified public accountant, accountant 
registered or licensed as an accOlmtant under State or municipal 
law, full-time practicing public accountant, funeral director, or 
professional engineer ; or the performance of such service by a 
partnership. 
"Partnership and Partner 
"(d) The term 'partnership' and the term 'partner' shall have the 
same meaning as when used in supplement F of chapter 1 of the 
Internal Revenue Code. 
"Taxable Year 
" (e) The term 'taxable year' shall have the same meaning as when 
used in chapter 1 of the Internal Revenue Code; and the taxable year 
of any individual shall be a calendar year unless he has a different 
taxable year for the purposes of chapter 1 of such code, in which case 
his taxable year for the pul:poses of this title shall be the sa,me as his 
taxable year under such chapter 1. 
"CREDITING OF SELF-EMPLOYMENT INCOME TO CALENDAR QUARTERS 
"SEc. 212. For the purposes of determining average monthly wage 
and quarters of coverage the amount of self-employment income 
derived during any taxable year shall be credited to calendar quarters 
as follows: 
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" (a) In the case of a taxable year which is a calendar year the 
self-employment income of such taxable year shall be credited 
equally to each quarter of such calencbr year. 
"(b) In the case o~ any other taxable year the self -emr loym~nt 
income shall be cred1ted equally to the calendar quarter m wlu ch 
such taxable year ends and to each of the next three or fewer 
preceding quarters any part of which is in such taxable year. 
"QU.\RTER AND QUARTER OF COVERAGE 
"Definitions 
"SEc. 210. (a) F or t1~e pnrposes of this title-
"(1) T he term ' <ItutrU~ l· ·, r1n d tl1? ierm 'calendar quarter', means a 
period of three calendar months ending on March 31, June 30, Septem-
ber 30, or December 31. 
" ( 2) (A) The tenn 'quarter of coverage' means, in the ease of any 
quarter occurring prior to 1951, a quarter in which the individual has 
been paid $50 or more in wages. In the case of any inrliviclual who has 
been paid, in a cal endar year prior to 1951, $3,000 or more in wages 
each quarter of such year following his first quarter of coverage shall 
be deemed a quarter of coverage, excepting any quarter in such year in 
which such individual died or became entitled to a primary insmance 
benefit and any qnarter succeeding such quarter in which he died or 
became so entitled. 
" (B) The term 'qnarter of coverage' means, in the case o:f a quarter 
occnrring af:Ler 1950, a qunrter. in which the inc1ivi_c1ua 1 has been paid 
$50 or more m wages or for wlu ch he has been crecl1ted (as determmed 
under section 212) with $100 or more of self-employment income, 
except that-
" ( i) no quarter after the quarter in which such individual died 
shall be a quarter of coverage; 
" ( ii) if the wages paid to any in eli vi dna] in a calendar year 
equal or exceed $3,600, ench quarter of such year shall (snbj ect to 
clause ( i) ) be a quarter of coverage; 
"(iii) if an incliviclnal has self-employment income for a 
taxable year, and if the sum of such income and the wages pai.d 
to him during snch taxable year eq11als $3 ,600, each quarter anv 
part of which f alls in such year shall be a qnarter of coverage"; 
and · 
"(iv) n? qua rter shall be counted as a quarter of eoverage prior 
to the begmmng of such q anrter. 
''Crediting of 'Vages Paid in 1937 
"(b) Vlit h respect t9 wages paid to an indivicln nl in th e six-mon th 
periods commencing either .T annn rv 1, 1937, or Jnly 1. 1937 · (A:) if 
wages of not less than $100 were pr\id in any such p'eriotl, on~-half of 
the total amount thereof shaJl be deemed to hnve been pa.icl in each of 
the calendar quarters in snch period; and (B) if wa.o·es of less than 
$100 were paid in any such period, the tot n l amoun t thereof shall be 
deemed to hav9 been pnil1 in the latter qnarter of such period, except 
that if in any sueh period, the individual attained age sixty-five all 
of the wages paid in sn~h period sh all be deemed to have been 1;aid 
before such age was attamed. 
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"INSURED STATUS FOR PURPOSES OF OLD-AGE AND SURVIVORS 
INSURAN€E BENEFITS 
"SEc. 214. For the purposes of this title-
"Fully Insured Individual 
'" (a) ( 1) Iu the case of any individual who died prior to September 1 
1950, the term 'fully insured individual' means any individual wh~ 
had not less than one quarter of coverage (whenever acquired) for 
each two of the quarters elapsing after 1936, or after the quarter in 
which he attained the age of t-wenty-one, whichever is later, and up to 
but excluding the quarter in which he attained retirement age, or died, 
whichever first occurred, except that in no case shall an individual 
be a fully insured individual unless he has at least six quarters of 
coverage. 
"(2) In the case of any individual who did not die prior to Sept~m­
ber 1, 1950, the term 'fully insured individual' means any individual 
who had not less than-
" (A) one quarter of coverage (whether acquired before or after 
such day) for each two of the quarters elapsing after 1950, or 
after the quarter in which he attained the age of twenty-one, 
whichever is later, and up to but excluding the quarter in which 
he attained retirement age, or died, whichever first occurred, 
except that in no case shaH an individual be a fully insured 
individual unless he has at least six quarters of coverage; or 
" (B) forty quarters of coverage. 
"(3) When the number of elapsed quarters specified in paragraph 
(1) or (2) (A) is an odd number, for purposes of such paragraph such 
number shall be reduced by one. 
"Currently Insured Individual 
"(b) The term 'currently insured individual' means any individual 
who had not less than six quarters of coverage during the thirteen-
quarter period ending with (1) the quarter in which he died, (2) the 
quarter in which he became entitled to old-age insurance benefits, or 
(3) the quarter ~n ~hich h~ became e~1titled to primary insu~·an~e · 
benefits under tlus t1tle as m effect pnor to the enactment of this 
section. 
"COMPUTATION OF PRIMARY INSURANCE AMOUNT 
"SEc. 215. For the purposes of this title-
"Primary Insurance Amount 
" (a) ( 1) The primary insurance amount of an individual who 
attamed aae twenty-two after 1950 and with respect to whom not less 
than six of the quarters elapsing after 1950 are quarters of coverage 
shall be 50 per centum of the first $100 of his average monthly wage 
plus 15 per centum of ~he next· $200 of ~uch :wage; _except that if his 
averaae.monthly wa<Ye 1s less than $50, his prnnary msurance amount 
shall be the amount ~ppearing in colunm II of the following table on 
the line on which in column I appears his average monthly wage. 
33 [PUB. LAW 734.] 
I II 
.Average Monthly Wage 
$30 or less 
Primary Insurance .Amount 
$31 
$32 
$33 
$34 
$35 to $49 
$20 
$21 
$22 
$23 
$24 
$25 
"(2) The primary insurance amount of an individual who attained 
age twenty-two prior to 1951 and with respect to whom not less than 
six of the quarters elapsing after 1950 are quarters of coverage shall be 
whichever of the following is the larger-
"(A) the amount computed as provided in paragraph (1) of 
this subsection; or -
"(B) the amount determined under subsection (c). 
"_(3) The primary insurance amount of any other individual shall 
be the amount determined under subsection (c) . 
"Average Monthly Wage 
"(b) (1) An individual's 'average month~y wage' shall be the quo-
tient obtained by dividing the total of-
" (A) his wages after his starting date (determined under para-
graph (2)) and prior to his wage closing date (determined under 
paragTa ph ( 3) ) , and 
" (B) his self -employment income after such starting date and 
prior to his self-employment income closing date (determined 
under paragraph (3)) 
by the number of months elapsing after such starting date and prior to 
h1s divisor closing date (determined under paragraph (3)) excluding 
from such elapsed months any month in any quarter prior to the 
quarter in which he attained the age of twenty-two which was not a 
quarter of coverage, except that when the number of such elapsed 
months thus computed is less than eighteen, it shall be increased to 
eighteen. 
"(2) An individual's 'starting date' shall be December 31, 1950, or, 
if later, the day preceding the quarter in which he attained the age of 
twenty-two, whichever results in the higher average monthly wage_ 
"(3) (A) Except to the extent provided in paragraph (D), an indi-
vidual's 'wage closing date: shall be the first day of the second quarter 
preceding the quarter in which he died or beoome entitled to old-age 
insurance benefits, whichever first occurred. 
"(B) Except to the extent provided in paragraph (D), an indi-
vidual's 'self-employment income closing date' shall be the day follow-
ing the quarter in which ends his last taxable year (i) which ended 
before the month in which he died or became entitled to old-age insur-
ance benefits, >Vhichever first occurred, and (ii) during which he 
derived self-employm.ent income. 
"(C) Except to the extent provided in paragraph (.V), an indi-
vidual's 'divisor closing date' shall be the later of his wage closing date 
and his self-employment income closing date. 
"(D) In the case of an individual who died or became entitled to 
old-age insurance beEefits after the first quarter in which he both was 
fully insured and had attained retirement age, the determination of 
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his closing dates shall be made as though he became entitled to old-age 
insurance benefits in such first quarter, but only if it would result in a 
higher average monthly wage for such individual. 
" ( 4) N otw1thstanding the preceding provisions of this subsection, 
in computing an individual's average monthly wage, there shall not 
be taken into account any self-employment income of such individual 
for taxable years ending in or after the month in which he died or 
became entitled to old-age insurance benefits, whichever first occurred. 
"Determinations Made by Use of the Conversion Table 
"(c) (1) The amount referred to in paragraph (3) and clause (B) 
of paragraph (2) of subsection (a) for an individual shall be the 
amount appearing in eolmnn II of the following table on the line 
on which in column I appears his primary insurance benefit (deter-
mined as provided in subsection (d)) ; and his average monthly wage 
shall, for purposes of section 203 (a), be the amount appearing on 
such line in column III. 
"I 
If the primary insurance benefit (as 
determined under subsection (d)) is: 
$10 _________________________ _____ ____ _ 
$11 ___ __ _______ ____________ __ ________ _ 
$12 ____ ______ ____ ___________ _________ _ 
$13 ____ _______ __ _____________________ _ 
$14 ________ _________ ____ _____________ _ 
$15 _____ ____ _________ ____ ____ ________ _ 
$16 _____ __ ___ ______ ___ ______ ____ ____ _ _ 
$17 _____ __ __________ ____ ____ ________ _ _ 
$18--- -- -- - - - - -- --- - ---- - - - c- - ---- ----
$19- - -- - -- ------- - ---- -- - - - - - - -- - - - - --
$20-- - - -- - ------ ---- - - - -- - ------ ------$21 _____ ____ ____ _______ _______ ____ __ _ _ 
$22 ___ ______ __ ______ ______ ________ ___ _ 
$23 ___ ____ ____ ______ ______ ______ _____ _ 
$24 __ ___ __ __ ____ ____ _____ ____ ________ _ 
$25---- -- - ------- - - - --- -- --- - - - -- - - - --$26 __ ___ _____ __ ____ ______ _____ ___ ____ _ 
$27 ___ __ __ ____ __________ ____ _________ _ 
$28 ___ ________ ______ ____ ___ __________ _ 
ig~=========== == ============ ==== ====== l $32 ___ __ _________ ____ ________ _______ _ _ $33---- - - - - - -- -- - ------- -- ----- - ------$34 ____ __ ______ ____________ __ ________ _ 
$35 __ ____ _____ __________ ___ _______ __ _ _ 
$36------- - ---~- - ------- - - ------------$37 __ ___ ___ ___ ____________ ___ ___ _____ _ 
$38---- - ---- - - ---- -- ----- --- - - -- - - - -- -9 _____ __ __ __ ________ __ __ ___ ___ ____ _ _ 
$40 __ ___ __ ____ _____ ___ __ __ ___ __ ___ ___ _ 
$41 ____ __ _____ ___ _____ ___ ___ ______ __ _ _ 
$42 _______ __ ____ ___ ___ __ ____ __ __ ___ __ _ 
$43 _____ ______ ____ __________ _________ _ 
$44 ____ _____ ____ __ __ ___ _____ ____ __ __ _ _ 
$45 ____ ________ _________ __ __ ____ __ __ _ _ 
$46 ___ ____ _ - - ----- - -- - ---- - ---- --- - --
II 
The primary 
insurance amount 
shall be: 
$20. 00 
22. 00 
24. 00 
26. 00 
28. 00 
30. 00 
31. 70 
33. 20 
34. 50 
35. 70 
37. 00 
38. 50 
40. 20 
42. 20 
44. 50 
46. 50 
48. 30 
50. 00 
51. 50 
52. 80 
54. 00 
55. 10 
56. 20 
57. 20 
58. 20 
59. 20 
60. 20 
61. 20 
62. 20 
63. 10 
64. 00 
64. 90 
65. 80 
66. 70 
67. 60 
68. 50 
68. 50 
III 
And the average 
monthly wag<> for 
purpose of com-
puting maximum 
benefits shall be: 
$40. 00 
44. 00 
48. 00 
52. 00 
56.00 
60.00 
63. 40 
66. 40 
69. 00 
71. 40 
74. 00 
77. 00 
80. 40 
84. 40 
89. 00 
93. 00 
96. 60 
100. 00 
llO. 00 
l18. 60 
126. 60 
134. 00 
141'. 30 
148. 00 
154. 60 
161. 30 
168. 00 
174. 60 
181. 30 
187. 30 
195. 00 
210. 00 
220. 00 
230!00 
240.00 
250. 00 
250. 00 
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"(2) In case the primary insurance benefit of an individual (deter-
mined as provided in subsection (d)) falls between the amounts on any 
two consecutive lines in column I of the table, the amount referred 
to in paragraph (3) and clause (B) of paragraph (2) of subsection 
(a) for such individual, and his a;verage monthly wag~ for pmp?ses 
of section 203 (a), shall be determmed m accordance w1th regulatwns 
of the Administrator designed to obtain results consistent with those 
obtained for individuals whose primary insurance-benefits are shown 
in column I of the table. 
" ( 3) For the pu"':'pose of facilitating the use <;>f the conversion ~a~le 
in computing any msurance benefit under section 202, the Adnnms-
trator is authorized to assume that the primary insurance benefit from 
-which such benefit under section 202 is determined is one cent or two 
cents more or less than its actual amount. 
"Primary Insurance Benefit for Purposes of Conversion Table 
" (d) For the purposes of subsection (c), the primary insurance 
benefits of individuals shall be determined as follows: 
" ( 1) In the case of any individual who was entitled to a primary 
insurance benefit for August 1950, his primary insurance benefit shall, 
except as provided in paragraph (2)' be the primary insurance benefit 
to which he was so entitled. 
"(2) In the case of any individual to whom p aragraph (1) is appli-
cable and who is a World War II veteran or in August 1950 rendered 
services for wages of $15 or more, his primary insurance benefit shall 
be whichever of the following is larger : (A) the primary insurance 
benefit to which he was entitled for August 1950, or (B) his primary 
insurance benefit for August 1950 recomputed, under section 209 ( q) 
of the Social Security Act as in effect prior to the enactment of this 
section, in the same manner as if such individual had filed application 
for and was entitled to a recomputation for August 1950, except that 
in making such recomputation section 217 (a) shall be applicable if 
such individual is a World \Var II veteran. 
"(3) In the case of any individual who died prior to September 
1950, his primary insurance benefit shall be determined as provided in 
this title as in effect prior to the enactment-of this section, except that 
section 217 (a) shall be applicable, in lieu of section 210 of this Act 
as in effect prior to the enactment of this section, but only if it results 
in a larger primary insurance benefit. 
" ( 4) In the case of any other individual, his primary insurance 
benefit shall be computed as provided in this title as in effect prior to 
the enactment of this section, except that-
" (A) In the computation of such benefit, such individual's 
average monthly wage shall (in lieu of being determined under 
section 209 (f) of such title as in effect prior to the enactment of 
this section) be determined as provided in subsection (b) of this 
section, except that his starting date shall be December 31 1936. 
" (B) For purposes of such computation, the date h~ became 
entitled to old-age insurance benefits shall be deemed to be the date. 
he became entitled to primary insurance benefits. · 
" (C) The 1 per centum addition provided for in section 209 
(e) (2) of this Act as in effect prior to the enactment of this 
se~tion shall ·be applicable only with respect to calendar years 
pnor to 1951. 
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"(D) The provisions of subsection (e) shall be applicable to 
such computation. 
"Certain Wages and Self-Employment Income Not To Be Counted 
" (e) For the purposes of subsections (b) and (d) ( 4)-
"(1) in computing an individual's average monthly wage there 
shall not be counted, in the case of any calendar year after 1950 
the excess ovei· $3,600 of (A) the wages paid to him in such year' 
plus (B) the self-employment income credited to such year (a~ 
determined under section 212) ; and . 
"(2) _if an individual's average monthly w~ge computed under 
subs~ct10n (b) ?r for the purposes of subsectwn (d) ( 4) is not a 
multiple of $1, 1t shall be reduced to the next lower multiple of $1. 
"Recomputation of Benefits 
" (f) ( 1) After an individual's primary insurance amount has been 
determined under this section, there shall be no recomputation of such 
individual's primary insurance amount except as provided in this sub-
section or, in the case of a World War II veteran who diP-d. prior to 
July 27, 1954, as provided in section 217 (b). 
"(2) Upon application by an individual entitled to old-age insur-
ance benefits, the Administrator shall recompute his primary insur-
ance amount if application therefor is filed after the twelfth month for 
which" deductions under paragraph (1) or (2) of section 203 (b) have 
been imposed (within a period of thirty-six months) with respect to 
such benefit, not taking into account any month prior to September 
1950 or prior to the earliest month for which the last previous com-
putation of his primary insurance amount was effective, and if not 
less than six of the quarters elapsing after 1950 and prior to the quarter 
in which he filed such application are quarters of coverage. A recom-
putation under this paragraph shall be made only as provided in 
subsection (a) ( 1) and shall take into account only such wages and 
self-employment income as would be taken into account under sub-
section (b) if the month in which application for recomputation is 
filed were deemed to be the month in which the individual became 
entitled to old-age insurance benefits. Such recomputation shall be 
effective for and after the month in which such application for 
recomputation is filed. 
"(3) (A) Upon application by an individual entitled to old-age 
insurance benefits, filed at least six months after the month in which 
he became so entitled~ the Administrator shall recompute his primary 
insurance amount. >:;uch recomputation shall be made in the manner 
provided in the preceding subsections of this section for computation 
of such amount except that his closing dates for purposes of subsection 
(b) shall be deemed to be ~he first day of the quarter in which. he 
became entitled to old-age msurance benefits. Such recomputation 
shall be effective for and after the first month in which he became 
entitled to oid-age insurance benefits. 
"(B) Upon application by a person entitle~ to monthly ?en~fi.ts on 
the basis of the wages and self-em}'lloyment mcome of an md1v1dual 
who died after August 1950, the Administrator shall recompute such 
individual's primary insurance am?unt i~ such apJ?lic~t~on is fi.led at 
least six months after the m.onth m whiCh such md1v1dual ched or 
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became entitled to old-age insurance benefits, whichever first occurred. 
Such recomputation shall be made in the manner provided in the 
preceding subsections of this section for computation of such amount 
except that his closing dates for purposes of subsection (b) shall be 
deemed to be the first day of the quarter in which he died or became 
entitled to old-age insurance benefits, whichever first occurred. Such 
recomputation shall be effective for and after the month in which 
such person who filed the application for recomputation became 
entitled to such monthly benefits. No recomputation under this para-
graph shall affect the amount of the lump-sum death payment under 
subsection ( i) of section 202 and no such recomputation shall render 
erroneous any such payment certified by the Administrator prior to 
'the effective date of the recomputation . 
"(4) Upon the death after August 1950 of an individual entitled to 
old-age insurance benefits, if any person is entitled to monthly benefits, 
or to a lmnp-sum death payment, on the basis of the wages and self-
employment income of such individual, the Administrator shall recom-
pute the decedent's primary insurance amount, but (except as provided 
inparagraph (3) (B)) onlyif-
"(A) the decedent would have been entitled to a recomputation 
under paragraph (2) if he had filed application therefor in the 
month in which he died; or 
"(B) the decedent during his lifetime was paid compensation 
which is treated, under section 205 ( o), as remuneration for 
employment. 
If the recomputation is permitted by subparagraph (A), the recom-
putation shall be made (if at all) as though he had filed application 
for a recomputation uncler paragraph (2) in the month in which he 
died, except that such recomputation shall include any compensation 
(described in section 205 ( o)) paid to him prior to the divisor closing 
date which would have been applicable under such paragraph. If 
recomputation is permitted by subparagraph (B), the recomputation 
shall take into account only the wages and self-employment income 
which were taken into account in the last previous computation of his 
primary insurance amount and the compensation (described in section 
205 ( o)) J?aid to him prior to the divisor closing date applicable to such 
computatiOn. If both of the preceding sentences are applicable to an 
individual, only the recomputation which results in the larger primary 
insurance amount shall be made. 
"(5) Any recomputation under this subsection shall be effective 
only if such recomputation results in a higher primary insurance 
amount. 
"Rounding of Benefits 
"(g) The amount of any primary insurance amount and the amotmt 
of any monthly benefit computed under section 202 which (after reduc-
tion under section 203 (a)) is not a multiple of $0.10 shaUlJe raised to 
the next higher multiple of $0.10. 
"OTHER DEFTNITIONS 
"SEc. 216. For the purposes of this title-
"Retirement Age 
" (a) The term 'retirement age' means age sixty-five. 
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"Wife 
"(b) The term 'wife' means the wife o:f an individual, but only i:f 
she (1) is the mother of his son or daughter, or (2) was married to 
him for a period of not less than three years immediately preceding 
the day on which her application is filed. 
"Widow 
" (c) The term 'widow' (except when used in section 202 ( i)) means 
the surviving wife of an individual, but only if she (1) is the mother 
of his son or daughter, (2) legally adopted his son or daughter while 
she was married t o him and while such son or daughter was under 
the age of eighteen, ( 3) was married to him at the time both of them 
legally adopted a child under the age of eighteen, or ( 4) was marded 
to him for a period of not less than one year immediately prior to 
the day on which he died. · 
"Former Wife Divorced 
· " (d) The term 'former wife divorced' means a woman divorced 
from an individual, but only if she (1) is the mother of his son or 
daughter, (2) legally adopted his son or daughter while she was 
married to him and while such son or daughter was under the age 
of eighteen, or ( 3) was married to him at the time both of them legally 
itdopted a child under the age of eighteen. 
"Child 
"(e) The term 'child' means (1) the child of an individual, and (2) 
in the case of a living individual, a stepchild or adopted child who 
h as been such stepchild or adopted child for not less than three years 
immediately preceding the day on which application for child's bene-
fits is filed, and (3) in the case of a deceased individual, (A) an 
adopted child, or (B) a stepchild who has been such stepchild for not 
less than one year immediately preceding the day on which such 
individual died. In determining whether an adopted child has met 
the length of time requirement in clause (2), time spent in the relation-
ship of stepchild shall be counted as time spent in the relationship 
of adopted child. 
"Husband 
" ( :fi) The term 'husband' means the husband of an individual, but 
only if he (1) is the father of her son or daughter, or (2) was married 
to her for a period of not less than three years immediately preceding 
the clay on which his application is filed. 
"vVidower 
" ( o·) The term 'widower' (except when used in section 202 (i)) mem~s the surviving husband of an individual, but only if he (1) is 
the father of her son or daughter, (2) legally adopt ed her son or 
dauO'hter while he was married to her and while such son or daughter 
was ~under the age of eighteen, ( 3) was married to her at the time both 
of them legally adopted. a child under the age of ei~hteen, _or ( 4) ~as 
married to her for a penod of not less than one year umned1ately pnor 
to the day on which she died. 
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"Determination of Family Status 
"(h) ( 1) In determining whether an applicant j.s the wife, husband, 
widow, widower, child, or parent of a fully insured or currently 
insured individual for purposes of this title, the Administrator shall 
apply such law as would be applied in cleterm~ning the cl~volut~on 
of intestate personal property by the courts of the State m wlnch 
>;uch insured individual is domiciled at the time such applicant files 
application, or, if such insured individual is dead, by the courts of the 
State in which he was r'l,omicilecl at the time of his death, or if such 
insured individual is or was not so domiciled in any State, by the 
courts of the District of Columbia. Applicants who according to 
such law would have the same status relative to taking intestate 
personal property as a wife, husband, widow, widower, child, or 
parent shall be deemed such. 
" ( 2) A wife shall be deemed to be living with her husband if they 
are both members of the same household, or she is receiving regular 
contributions from him toward her support , or he has been ordered by 
any court to contribute to her support; and a widow shall be deemed 
to have been living with her husband at the time of his death if they 
were both members of the same household on the elate of his death , or 
she was receiving regular contributions from him toward her support 
on such elate, or he had been ordered by any court to contribute to her 
suppor t . 
" ( 3) A husband shall be deemed to be living with his wife if they 
are both members of the same household, or he is receiving regular 
contributions from her toward his support, or she has been ordered 
by any court to contribute to his support; and a widower shall be 
deemed to have been living with his wife at the time of her death if 
they were both members of the same household on the date of her 
death, or he was receiving regul ar cont r ibutions from her toward his 
support on such date, or she had been ordered by any court to contribute 
to his support." 
(b) The amendment made by subsection (a) sh al l take effect January 
1, 1951, except that sections 214, 215, and 216 of the Social Security 
Act shall be applicable (1) in the case of monthly benefits for months 
after August 1950, and (2) in the case of lump-sum death pavments 
with respect to deaths after August 1950. . · 
WORLD W AR II VETERANS 
SEc. 105. Effective September 1, 1950, title II of the Social Security 
Act is amended by striking out section 210 and by adding after section 
216 (added by section J 04 (a) of this Act) the following· 
"BENEFITS IN CASE OF WORLD WAll II VETERANS 
"S:Ec. 217. (a) ( 1) For purposes of determining entitlement to and 
the au:ount of any monthly benefit for any month after August 1950, 
or entitlement to and the amount of any lump-sum death payment in 
case of a death a:f-ter such month, payable lmcler this title on the basis 
of the wages and self-employment income.of any ·world vVar II vet-
eran, such veteran shall be deemed to have been paid wages (in addition 
to t~e wages, if any, actually paid to him) of $160 in each month 
clurmg any part of which he served in the active military or naval 
c;ervice of the United States during vVorlcl War II. This subsection 
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shall not be applicable in the case o£ any monthly benefit or lump-
sum death payment i£-
" (A) a larger such benefit or payment, as the case may be, 
would be payable without its application; or 
"(B) a benefit (other than a benefit payable in a lump sum 
unless it is a commutation o£; or a substitute for, periodic pay-
ments) which is based, in whole or in part, upon the active mili-
tin·y or naval ·service of such veteran during \Vorld War II is 
determined by any agency or wholly owned instrumentality of the 
United States (other than the Veterans' Administration) to be 
payable by it under any other law o£ the United States or under 
a system established by such agency or instrumentality. 
"(2) Upon application for benefits or a lump-sum death payment on 
the basis of the wages and self-employment income of any \Vorld War 
II veteran, the Federal Security Administrator shall make a decision 
without regard to clause (B) of paragraph (1) o£ this subsection unless 
he has been notified by some other agency or instrumentality of the 
United States that, on the basis o:f the military or naval service o:f 
such veteran during World \Var II, a benefit described in clause (B) 
o£ paragraph (1) has been determined by such agency or instru-
mentality to be payable by it. If he has not been so notified, the 
Federal Security Administrator shall then ascertain whether some 
other agency or wholly owned instrumentality of the United States 
has decided that a benefit described in clause (B) o£ paragraph (1) 
is payable by it. If any such agency or instrumentality has decided, 
or thereafter decides, that such a benefit is payable by it, it shall 
so notify the Federal Security Administrator, and the Administrator 
shall certify no further benefits for payment or shall recompute the 
amount of any further benefits payable, as may be required by para-
gra J?h ( 1) of this subsection. 
" (3) Any agency or wholly owned instrumentality of the United 
States which is authorized by any law of the United States to pay 
benefits, or has a system of benefits which are based, in whole or in 
part, on military or naval service during ·world War II shall, at the 
request of the Federal Security Admimstrator, certify to him, with 
respect to any ·veteran, such information as the Administrator deems 
necessary to carry out his functions under paragraph (2) of this 
subsection. -
"(b) (1) Any World War II veteran who died during the period of 
three years immediately following his separation from the active 
military or naval' service of the United States shall be deemed to have 
died a fully insured individual whose primary insurance amount is the 
amount determined under section 215 (c). N otwithstancling section 
215 ( c1), the primary insurance benefit (for purposes of section 215 
(c) ) of such veteran shall be determined as provided in this title 
as in effect prior to the enactment of this section, except that the 1 per 
centum addition provided for in section 209 (e) (2) of this Act as in 
effect prior to the enactment of this section shall be applicable only 
with respect to calendar years prior to 1951. This subsection shall not 
be applicable in the case of any monthly benefit or lump-sum death 
payment if-
" (A) a larger such benefit or payment, as the case may be, 
would be payable without its application; 
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"(B) any pension or compensation is determined by the Vet-
erans' Administration to be payable by it on the basis of the death 
of such veteran; 
" (C) the death of the veteran occurred while he was in the 
active military or naval service of the United States; or 
" (D) such veteran has been discharged or released from the 
active military or naval service of the United States subsequent 
to July 26, 1951. 
"(2) Upon an application :for benefits or a lump-sum death pay-
ment on the basis of the wages and self-employment income of any 
'Vorld vVar II veteran, the F ederal Security Administrator shall make 
a decision without r egard to paragraph (1) (B) of this subsection 
unless he has been notified by the Veterans' Administration that 
pension or compensation is determined to be payable by the Veterans' 
Administration by J:eason of the death of such veteran. The Federal 
Security Administrator shall thereupon report such decision to the 
Veterans' Administration. I:f the Veterans' Administration in any 
such case has made an adjudication or thereafter makes an adjudica-
tion that any pension or compensation is payable under any law 
administered by it, it shall notify the Federal Security Administrator, 
and the Administrator shall certify no further benefits for payment, 
or shall recompute the amount of any further benefits payable, as 
may be required by paragraph ( 1) of this subsection. Any payments 
theretofore certified by the Federal Security Administrator on the 
basis of paragraph ( 1) of this subsection to any individual, not 
exceeding the amolmt of any accrued pension or compensation payable 
to him by the Veterans' Administration, shall (notwithstandino· the 
provisions of section 3 of the Act of August 12, 1935, as amended (38 
11. S. C., sec. 454a )) be deemed to have been paid to him by such 
Administration on account of such accrued pension or compensation. 
No such payment certified by the Federal Security .Administrator, 
and no payment certified by him for any month prior to the first 
month :for which any pension or compensation is paid by the Veterans' 
Administration shall be deemed by reason of this subsection to have 
been an erroneous payment. 
" (c) In the case of any 'Vorld 'Var II veteran to whom subsection 
(a) is applicable, proof of support required under section 202 (h) 
may be filed by a parent at any time prior to July 1951 or prior to 
the expiration of two years after the date of the death of such veteran, 
whichever is the later . 
" (d) For the purposes of this section-
"(!) The term ''Vorld V\7 ar II' means the period beginning with 
Se}?tember 16, 1940, and ending at the close of July 24, 1947. 
(2) The term ''Vorld vYar II veteran' means any individual who 
served in the active military or naval service of the United States at 
a1ty time during vV orld War II and who, if discharged or released 
therefrom, was so discharged or released under conditions other than 
dishonorable after active service of ninety days or more or by reason 
of a disability or injury incurred or aggravated in service in line of 
duty; but such term shall not include any individual who died while 
in the active military or naval service of the United States if hi s death 
was inflicted (other than by r111 enPnw of tlH, United Stat~s ) as lawful 
l_)unishment for a military or naval di'ensc." 
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COVERAGE OF STATE AND LOCAL El\IPLOYEES 
SEc. 106. Title II of the Social Security Act is amended by adding 
after section 217 (added by section 105 of this Act) the following: 
"VOLUNTARY AGREEl\IENTS FOR COVERAGE OF STATE .AND LOCAL El\IPLOYEES 
"Purpose of Agreement 
"SEc. 218. (a) (1) The Administrator shall, at the request of any 
State, enter into an agreement with such State for the purpose of 
extending the insurance system established by this title to services 
performed by individuals as employees of such State or any political 
subdivision thereof. Each such agreement shall contain suc!1 pro-
visions, not inconsistent with the provisions of this section, as the State 
may request. 
" ( 2) Notwithstanding section 210 (a), for the purposes of this title 
the term 'employment' includes any service included under an agree-
ment entered into under this section. 
"Definitions 
"(L) For the purposes of this section-
" ( 1) The term 'State' does not include the District of Columbia. 
"(2) The term 'political subdivision' includes au instrmnen-
tality of (A) a State, (B) one or more political subdivisions of 
a State, or (C) a State and one or more of its political subdivisions. 
" ( 3) The term 'employee' includes an officer of a State or 
political subdivision. 
" ( 4) The term 'retirement system' means a fension, am1uity, 
retirement, or similar fund or system establishec by a State or by 
a political subdivision thereof. 
" ( 5) The term 'coverage group' means (A) employees of the 
State other than those engaged in performing service in con-
nection wi.th a proprietary function; (B) employees of a political 
subdivision of a State other than those engaged in performing 
service in connection wi.th a proprietary function; (C) employees 
of a State engaged in performing service in connection with a 
single proprietary function; or (D) employees of a political sub-
division of a State engaged in performing service in connection 
with a single proprietary :function. If under the preceding 
sentence an employee would be included in more than one coverage 
group by reason of the fact that he performs service in connection 
with two or mOJ;e proprietary :functions or in connection with 
both a proprietary function and a nonproprietr.ry function, he 
shall be included in only one such coverage group. The determin-
ation of the coverage group in ·which such employee shall be 
included shall be made in such manner as may be specified in the 
agreement. 
"Services Covered 
" (c) ( 1) An agreement under this section shall be applicable to 
any one or more coverage groups designated by the State. 
"(2) In the case of each coverage group to which the agreement 
applies, the agreement must include all services (other than services 
'3Xcludecl by or pursuant to subsection (d) or paragraph (3), (5), or 
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(6) o£ this subsection) performed by individuals as members of such 
group. 
" ( 3) Such ag.reement sh.all, if the State requests it, exclude (in the 
case of any coverage group) any services of an emergency nature or 
all services in any class or classes of elective positions, part-time posi-
tions, or positions the compensation for which is on a fee basis. 
" ( 4) The Administrator shall, at the request of any State, modify 
the agreement with such State so as to (A) include any coverao·e 
group to which the agreement did not previously apply, or (B) includ'e, 
in the case of any coverage group to which the agreement applies, 
services previously excluded from. the agreement; but the agreement 
as so modified may not be inconsistent with the provisions of this section 
applicable in the case of an original agreement with a State. 
" ( 5) Such agreement shall, if the State requests it, exclude (in the 
case of any coverage aroup) any agricultural labor, or service per-
formed by a student, clesignated by the State. This paragraph shall 
apply only with respect to 'Service which is excluded from employment 
by any provision of section 210 (a) other than paragraph ( 8) of such 
section. 
" ( 6) Such agreement shall exelude-
"(A) service performed by an individual who is employed to 
relieve him f rom unemployment, 
" (B) service performed in a hospital, home, or other institution 
by a patient or inmate thereof, 
" (C) covered transportation service (as determined under sec-
tion 210 (l)), and 
"(D) service (other than agricultural labor or service per-
formed by a student) which is excluded from employment by any 
provision of section 210 (a) other than paragraph (8) of such 
section. 
"Exclusion of Positions Covered by Retirement Systems 
"(d) No agreement with any State may be made applicable (either 
in the original agreement or by any modification thereof) to any 
service performed by employees as members of any coverage group 
in positions covered by a retirement system on the date such agreement 
is made applicable to such coverage group. 
"Payments and Reports by States 
" (e) Each agreement under this section shall provide-
" ( 1) that the State will pay to the Secretary of the Treasury, at 
such time or times as the Administrator may by regulations pre-
scribe, amounts equivalent to the sum of the taxes which would be 
imposed by sections 1400 and1410 of the !Rtemal Revenue Code 
if the services of employees covered by the agreement constituted 
employment as defined in section 1426 of such code; and 
" ( 2) that the State will comply with such regulations relating 
to payments and reports as the Administrator may prescribe to 
carry out the purposes of this section. 
"Effective Date of Agreement 
" (f) Any agreement or modification of an agreement under this 
section shall be effective with respect to services performed after an 
effective date specified in such agreement or modification, but in no 
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case prior to January 1, 1951, and in no case (other than in the case 
of an agreement or modification agreed to prior to January 1, 1953) 
prio~ to t~e first day of the cale~dar year in which such. agreement or 
morl1ficatwn, as the case may be, IS agreed to by the Admm1strator and 
the State. 
"Termination of Agreement 
"(g) (1 ) Upon giving at least two years' advance notice in writing-
to the Administrator, a State may terminate, effective at the end of 
a calendar quart~r specified in the notice, its agreement witli the 
Atlministrator either-
"(A) in its entirety, but only if the agreement has been in 
effect from its effective date for not less than five years prior to 
the receipt of such notice; or 
"(B) with respect to any coverage group designated by the 
Stat~, but only if the agreement has been in effect with respect 
to such coverage group for not less than five years prior to the 
receipt of such notice. 
" ( 2) If the Administrator, after reasonable notice and opportunity 
for hearing to a State with whom he has entered into an agreement 
pmsuant to this section, finds that the State has failed or is no longer 
leg,tlly able to eomply substantially with any provision of such agree-
ment or of this section, he shall notify such State that the agreement 
will be terminated in its entirety1 or with respect to any one or more 
coverage groups designated by Ium, at such time, not later than two 
years from the date of such notice, as he deems appropriate, unless 
prior to such time he finds that there no longer is any such failure 
or that the cause for such legal inability has been removed. 
" ( 3) I£ any agreement entered into under this section is terminated 
in its entirety, the Administrator and the State may not again enter 
into an agreement pursuant. to this section. If any such agreement is 
term ina ted with respect to any coverage. group, the Administrator 
and the State may not thereafter modify such agreement so as to again 
make the agreement applicable with respect to such coverage group. 
"Deposits in Trust Fund; Adjustments 
"(h) (1) All amounts received by the Secretary of the Treasury 
under an agreement made pursuant to this section shall be deposited 
in the Trust Fund. 
"(2) If more or less than the correct amount clue under an agree-
ment made pursuant to this section is paid with respect to any payment 
of remuneration, proper adjustments with respect to the amounts due 
under such agreement shall be made, without interest, in such manner 
and at such times as may be prescribed by regulations of the 
Administrator. 
"(3) If an overpayment cannot be adjusted under paragraph (2), 
the amount thereof and the time or times it is to be paid shall be 
certified by the Administrator to the Managing Trustee, and the 
Managing Trustee, through the Fiscal Service of the Treasury Depart-
ment and prior to any action thereon by the General Accoun1:ing 
Office, shall make payment in accordance with such certification. The 
Managing Trustee shall not be held personally liable for any payment 
or payments made in accordance with a certification by the 
Administrator. 
-
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"Regulations 
"(i) Regulations of the Administrator to carry out the purposes of 
this section shall be designed to make the reqmrements Imposed on 
States pursuant to this section the sai?1e,.so far as practicable, as those 
imposed on employers pursuant to tlus title and subchapter A or E of 
chapter 9 of the Internal Revenue Code. 
"~ ailure To Make Payments 
"(j) In case any State does not make, at the time or time~ due,,the 
payments provided for under an agreement pursuant to tlus sechon, 
there shall be added, as part of the amounts due, interest at the rate 
of 6 per centum per annum from the date due until paid, and the 
Administrator may, in his discretion, deduct such amounts plus 
interest from any amounts certified by him to the Secretary of the 
Treasury for payment to such State under any other provision of 
th.is Act. Amounts so deducted shall be deemed to have been paid 
to the State under such other provision of this Act. Amounts equal 
to the amounts deducted under this subsection are hereby appropriated 
to the Trust Fund. 
"Instrumentalities of Two or More States 
"(k) The Administrator may, at the request of any instrumentality 
of two or more States, enter into an agreement with such instrmnen-
tality for the purpose of extending the insurance system established 
by this title to services performed by individuals as employees of such 
instrumentality. Such agreement, to the extent practicable, shall be 
governed by the provisions of this section applicable in the case of an 
agreement with a State. 
"Delegation of Functions 
"(l) The Administrator is authorized, pursu:ant to agreement with 
the head of any Federal agency, to delegate any of his functions under 
this section to any officer or employee of such agency and otherwise 
to utilize the services and facilities of such agency in carrying out such 
functions, and payment therefor shall be in advance Oi' by way of r·eim-
bursement, as may be provided in such agreement." 
PUERTO RIC.O 
SEc. 107. Title II of the Social Secmity Act is amended by aclclino· 
after section 218 (added by section 106 of this Act) the follo'IYi ng~ 
"EFFECTIVE DATE IN CASE OF PUERTO RICO 
"SEc. 219. If the Governor of Puerto Rico certifies to the President 
of the United States that the legislature of Puerto Rico has, by con-
current resolution, resolved that it desires the extension to Puerto 
Rico of the provisions of this title, the effective date referred to in 
sections 210 (h), 210 (i), 210 (j), 211 (a) (7), ancl211 (b) shall be 
J anuar:y 1 of the first ca!enchr year which begins more than ninety 
days after the date on wlnch the President r ecei ves such certification." 
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REC::ORDS OF WAGES AND SELF-EMPLOYMENT INCOME 
SE?. 108. (a) Su~secti~n (b) of sectio!l 205 of the Social Security 
Act IS amended by rnsertmg "former wife divorced husband wid-
ower," after "widow,". ' ' 
(b) Subsection (c) of section 205 of the Social Security Act is 
amended to read as follows : 
"(c) (1) For the purposes of this subsection-
"(A) The term 'year' means a calendar year when used with 
respect to wages and a taxable year (as defined in section 211 (e) ) 
when used with respect to self-employment income. 
" (B) The term 'time 1 imitation' means a period of three years 
two months, and fifteen clays. ' 
."(C~ The tenn.'survivor' means an individual's spouse, former 
wife divorced, child, or parent, who survives such individual. 
"(2) On the hasis of information obtained by or submitted to the 
Admini strator, and after such verification thereof as he deems neces-
sary, the Administrator shall establish and maintain records of the 
amounts of wages paid to, and the amounts of self-employment income 
derived by, each individual and of the periods in which such wages 
were paid and such income was derived and, upon request, shall 
inform any individual or his survivor, or the legal representative of 
such individual or his estate, of the amounts of wages and self-
employment income of such individual and the periods during which 
such wages were paid and such income was derived, as shown by such 
records at the time of such r equest. 
"(3) The Administrator's records shall be evidence for the purpose 
of proceedings before the Administrator or any court of the amounts 
of wages paid to, and self-employment income derived by, an indi-
vidual and of the periods in which such wages were paid and such 
income was derived. The absence of an entry in such records as to 
wages aHegecl to have been paid to, or as to self-employment income 
alleged to have been derived by, an individual in any period shall be 
evidence that no such alleged wages were paid to, or that no such 
alle~ed income was derived by, such individual during such period. 
'\ 4) Prior to the expiration of the time limitation following any 
year the Administrator may, if it is brought to his attention that any 
entry of wages or self-employment income in his records for such 
year is erroneous or that any item of wages or self-employment inc.ome 
for sucl1 year has been omitted from such records, correct such entry 
or include such omitted item in his r ecords, as the case may be. After 
the expiration of the time limitation following any year-
"(A) the Administrator's records (with changes, if any, made 
pursuant to paragraph ( 5) ) of the amounts of wages paid to, 
and self-employment income derived by, an individual during 
any period in such year shall be conclusive for the purposes of 
this title; 
"(B) the absence of an entry in the Administrator's records 
ns to the wages alleged to have been paid by an employer to .an 
individual durino- any period in such year shall be presumptive 
evidence for the purposes of this title that no such alleged wages 
were paid to such individual in such period; and 
" (C) the absence of an entry in the Administrator's records as to 
the self-employment income alleged to have been derived by an in-
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dividual in such year shall be conclusive for the purposes of this 
title that no such alleged self-employment income was derived by 
such individual in such year unless it is sho,Yn that he filed a tax 
return of his self-employment income for such year before the 
expiration of the time limitation fo1lowing such year, in whi ch 
case the Administrator shall include in his records the self-
employment income of such individual for such year. 
( 5) After the expiration of the t ime limitation f ollowing any year 
in which wages were rmid or alleged to h ave been pa1d to, or seli-
employment in come ''as derived or alleged to h ave been derived by, 
an individual, the Administrator may change or delete any entry with 
respect to wages or self-employment illcome in his r ecords of such year 
for such individual or include in hi s records of such year for such 
individual any omitted item of 11ages or self-employment income but 
only-
"(A) if an application for monthly benefits or for a lump-sum 
death payment was filed within the time limitation following such 
year; except that no such change, deletion, or inclusion may be 
made pursuant to thi.s subparagraph after a final decision upon 
the appli.ca tion for monthly benefits or lump-sum death payment; 
" (B) if within the time limitation following such year an 
individual or hi s survivor makes a request for a change or 
deletion, or for an inclusion of an omitted item, and alleges in 
writing that the Administrator's records of the wages paid to, or 
the self-employment income derived by, such individual in such 
year are in one or more respects erroneous; except that no such 
change, deletion, or inclusion may be made pn;:suant to this sub-
paragraph after a final decision upon such request. \Vritten 
notice of the Administrator's decision on any snch request shall 
be given to the individual who made the request; 
"(C) to correct errors apparent on the face of such records; 
"(D) to transfer items to r ecords of the Railroad Retirement 
Board if such items were credited under this title when they 
should h ave been credited under the Railroad Retirement Act, or 
to enter items transferred by the Railroad Retirement Board 
which have been credited under t he Railroad Retirement Act 
when they should have been credited under this title; 
"(E) to delete or reduce the amount of any entry which is 
erroneous as a result of fraud; 
"(F) to conform his records to tax r eturns or portions thereof 
(including information returns and other written statements) 
filed with the Commissioner of Internal Revenue under title VIII 
of the Social Security Act, under subchapter E of chapter 1 or 
subchapter A of chapter 9 of the I nternal R evenue Code, or under 
regulations made under authority of such title or subchapter, and 
to information returns filed by a State pur suant to an agreement 
under section 218 or r eg ulations of the Administrator thereunder; 
except that no amount of self-employment income of an individ-
ual for any taxable year (if such return or statement was filed 
after the expiration of the time !imitation following the taxable 
year) shall be included in the Administrat or's records pursuant 
to this subparagraph in excess of the amount which has been 
deleted pursuant to this subpamgnt ph as payments erroneously 
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included in such records as wages paid to such individual in such 
taxable year; 
" (G) to correct errors made in the allocation, to individuals or 
periods, of wages or self-employment income entered in the 
records of the Administrator; 
"(H) t<? ~nclude wages paid chu:ing any period in such year 
to an mchv1dual by an employer If there is an absence of an 
entry in the Administrator's records of wages having been paid 
by such employer to such individual in such period; or 
"(I) to enter items which constitute remuneration for employ-
ment under subsection ( o) , such entries to be in accordance with 
certified reports of records made by the Railroad Retirement 
Board pursuant to section 5 (k) (3) of the Railroad Retirement 
Act of 1937. 
"(6) Written notice of any deletion or reduction under paragraph 
(~) or (5) shall be given to the individual whose record is involved 
or to his survivor, except that (A) in the case of a deletion or reduc-
tion with respect to any entry of wages such notice shall be given to 
such individual only if he has previously been notified by the Admin-
istrator of the amount of his wages for the period involved, and (B) 
such notice shall be given to such survivor only if he or the individual 
whose record is involved has previously been notified by the Admin-
istrator of the amount of such individual's wages and self-employ-
ment income for the period involved. 
"(7) Upon request in writing (within such period, after any change 
or refusal of a request for a change of his records pursuant to this 
subsection, as the Administrator may prescribe), opportunity for 
hearin()' with respect to such change or r efusal shall be afforded to 
any individual or his survivor. If n, hearing is held pursuant to this 
paragraph the Administrator shall make findings of fact and a deci-
sion based upon the evidence adduced at such hearin~ and shall include 
any omitt~d items, or change or delete any entry, in11is records as may 
be required by such findings and decision. 
" ( 8) Decisions of the Administrator under this subsection shall be 
reviewable by commencing a civil action in the United States district 
court as provided in subsection (g)." · 
(c) Section 205 of the Social Security Act is amended by adding at 
the end thereof the following subsections : 
"Crediting of Compensation Under the Railroad Retirement Act 
" ( o) If there is no person who would be entitled, upon applicati0n 
therefor, to an annuity under section 5 of the Railroad R etirement 
Act of 1937, or to a hunp-sum payment under subsection (f) ( 1) of 
such section, with respect to the death of an employee (as defined 
in such Act), then, notwithstanding section 210 (a) ( 10) of this Act, 
compensation (as defined in such Railroad Retirement Act, but exclud-
in()' compensation attributable as having been paid dur ing any month 
on"" account of military service creditable under section 4 of such Act 
if wao·es are deemed to have been paid to such employee during such 
month under section 217 (a) of this Act) of such employee shall con-
stitute remtmeration for employment for purposes of determining (A) 
entitlement to and the amount of any lump-sum death payment tmder 
thi s title on the basis of such employee's wages and self-employment 
i.ncome and {B) entitlement to and the amount of any monthly benefit 
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under this title, for the month in which such employee died or for any 
month thereafter, on the basis of such wages and self-employment 
income: For such purposes, compensation (as so defined) paid in 
a calendar year shall, in the absence of evidence to the contrary, be 
presumed to have been paid in equal proportions with respect to all 
months in the year in which the employee rendered services for such 
compensation. 
"Special Rules in Case of Feder al Service 
"(p) ( 1) With respect to service included as employment lmder 
section 210 which is performed in the employ of the United States 
or in the employ of any instrumentality which is wholly owned by the 
United States, the Administrator shall not make determinations as to 
whether an individual has performed such service, the periods of such 
service, the amounts of remuneration for such service which constitute 
wages under the provisions of section 209, or the periods in which or 
for which such wages were paid, but shall accept the determinations 
with respect thereto of the head of the appropriate Federal agency 
or instrumentality, and of such agents as such head may designate, 
as evidenced by returns filed in accordance with the provisions of 
section 1420 (e) of the I nternal Revenue. Code and certifications made 
pursuant to this subsection. Such determinations shall be final and 
conclusive. · 
" ( 2) The head of any such agency or instrumentality is authorized 
and directed, upon written request of the Administrator, to make 
certification to him with respect to any matter determinable for the 
Administrator by such head or his agents under this subsection, which 
the Administrator finds necessary in administering this titk 
· "(3) The provisions of paragraphs (1) and (2) shall be applicable 
in the case of service performed by a civilian employee, not compen-
sated from funds appropriated by the Congress, in the Army and 
Air Force Exchange Service, Army and Air Force Motion Picture 
Service, Navy Exchanges, Marine Corps Exchanges, or other activi-
ties, conducted by an instrumentality of the United States subject to 
the jurisdiction of the Secretary of Defense, at installations of the 
Department of Defense for the comfort, pleasure, contentment, and 
mental and physical improvement of personnel of such Department; 
and for purposes of paragraphs (1) and (2) the Secretary of Defense 
shall be deemed to be the head of such instrumentality." 
(d) The amendments made by subsections (a) and (c) of this section 
shall take effect on September 1, 1950. The amendment made by sub-
section (b) of this section shall take effect January 1, 1951, except 
that, effective on September 1, 1950, the husband or former wife 
divorced of an individual shall be treated the same as a parent of such 
individual, and the legal representative of an individual or his estate 
shall be treated the same as the individual, for purposes of section 
205 (c) of the Social Security Act as in effect prior to the enactment 
of this Act. 
MI SCELLANEOUS Ali!ENDMENTS 
SEc.109. (a) (1) The second sentence of section 201 (a) of the Social 
Security Act is amended by striking out "such amounts as may be 
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appropriated to the Trust Fund" and inserting in lieu thereof "such 
amounts as may be appropriated to, or deposited in, the Trust Fund". 
(2) Section 201 (a) of the Social Security Act is amended by strik-
jng out the third sentence and by inserting in lieu thereof the :follow-
jug: "There is hereby appropriated . to the Trust Fund for the fiscal 
year ending June 30, 1941, and for each fiscal year thereafter, out 
of any moneys in the Treasury not otherwise appropriated, amounts 
equivalent to 100 per centum of-
" ( 1) the taxes (including interest, penalties, and additions 
to the taxes) received under subchapter A of chapter 9 of the 
Internal Revenue Code (and covered into the Treasury) which are 
deposited into the Treasury by collectors of internal revenue 
before January 1, 1951; and 
"(2) the taxes certified each month by the Commissioner of 
Internal Revenue as taxes received under subchapter A of chap-
ter 9 of such code which are deposited into the Treasury by col-
lectors of internal revenue after December 31, 1950, and before 
.T anuary 1, 1953, with respect to assessments of such taxes made 
before January 1-, 1951; and 
" ( 3) the taxes .imposed by subchapter A of chapter 9 oi such 
code with respect to wages (as defined in section 1426 of such 
code) reported to the Commissioner of Internal Revenue pursuant 
to section 1420 (c) of such code after December 31, 1950, as deter-
mined by the Secretary of the Treasury by applying the applicable 
rates of tax under such subchapter to such wages, which wages 
shall be certified by the Federal Security Administrator on the 
basis of the records of wages established and maintained by such 
Administrator in accordance with such reports; and 
'' ( 4) the taxes imposed by subchapter E of chapter 1 of such 
·code with respect to self-employment income (as defined in sec-
tion 481 of such code) reported to the Commissioner of Internal 
Revenue on tax retums under such subchapter, as determined by 
the Secretary of the Treasury by applying the applicable rate of 
tax under such subchapter to such self-employment income, which 
self-employment income shall be certified by the Federal Security 
Administrator on the basis of the records of self-employment 
income established and maintained by the Administrator in 
accordance with such returns. 
The amounts appropriated by clauses (3) a.nd (4) shall be transferred 
from time to time from the general fund in the Treasury to the Trust 
Fund on the basis o:f estimates by the Secretary of the Treasnry of the 
taxes, refened to in clauses (3) and (4), paid to or deposited into the 
Treasury; and proper adjustments shall be made in amounts subse-
qncntly transferred to the extent pl'ior estimates were in excess of or 
\\ere less than thP flmmmts o:f the tn xes referred to in such clauses." 
( 3) Section 201 (a) of the Social Security Act is amended by strik-
ing out the follO\ving: "There is also authorized to be appropriated to 
the Trust Fund such additional sums as may be required to finance the 
benefits an tl payments provided under this title." 
( 4) Section 201 (b) of such Act is amended by striking out "Chair-
man of the Social Security Board" and inserting in lieu thereof "Fed-
eral Security Administrator". 
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(5) Section 201 (b) of such Act is amended by adding after the 
second sentence thereof the following new sentence: "The Commis-
sioner for Social Security shall serve as Secretary of the Board of 
Trustees.". 
(6) Paragraph (2) of section 201 (b) of such Act is amended b.y 
striking out "on the first day of each regular session of the Congress" 
and inserting in lieu thereof "not Inter than the first day of March of 
each year". 
(7) Section 201 (b) of such Act is amended by striking out the 
period at the end of paragraph ( 3) and inserting in lieu thereof 
''; and", and by adding the following new paragraph : 
" ( 4) Recommend improvements in administrative procedures 
and policies designed to effectuate the proper coordination of th3 
old-age and survivors insurance and FederaJ-State unemployment 
compensation programs." 
(8) Section 201 (b) of such Act is amended by adding at the end 
thereof the following : "Such report shall be printed as a House docu-
ment of the session of the Congress to which the report is made." 
(9) Section 201 (f) of such Act is amended to read as follows : 
" (f) ( 1) The Managing Trustee is directed to pay from the Trust 
Fund into the Treasury the amCmnt estimated by him and the Federal 
Security Administrator which will be expended during a three-month 
period by the Federal Security Agency and the Treasury Department 
for the administration of titles II and VIII of this Act and sub-
chapter E of chapter 1 and snbc:hapter A of chapter 9 of the Internal 
Revenue Code. Such payments shall be covered into the Treasury 
as repayments to the account for reimbursement of expcmses incurred 
in connection with the admini stration of titles II and VIII of this 
Act and subchapter E of chapter 1 and subchapter A of chapter 9 of 
the Internal Revenue Code. -
"(2) The Managing Trustee is directed to pay from time to time 
from the Trust Fund mto the Treasury the amount estimated by him 
as taxes which are subject to refund under section 1401 (d) of the 
Internal Revenue Coch with respect to wages (as defined in section 
1426 of such code) paid afte~· D ecember 31, 1950. Such taxes sl1all 
be determined on the basis of the records of wages established and 
maintained by the F~deral Security Administrator in accordance with 
the wages reported to the Commissioner of Internal Revenue pur-
suant to section 1420 (c) of such code, and the Administrator shall 
furnish the Managing Trnstee such information as may be required 
by the Trustee for such purpose. The payments by the Managing 
Trustee shall be coYered into the Treasury as repayments to the account 
for refunding intern:::.! revenue collections. 
"(3) Repayments made under paragraph (1) or (2) shall not be 
available for expenditures but shall be carried to the surplus fund 
of the Treasury. If it subsequently appears that the estimates under 
either such paragraph in any particular period were too high or too 
low, appropriate adjustments shall be made by the Managing Trustee 
in future payments." 
(b) (1) Sections 204,205 (other than subsections (c) and (1) ), 
and 206 of such Act are amended by striking out "Board" wherever 
appearing therein and inserting in lieu thereof "Administrator"; by 
striking out "Board's" 11·herever appearing therein and inserting in 
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lieu thereof" Administrator's"; and by strikin~ out (where they refer 
to the Social Security Board) "it" and "its' and inserting in lieu 
thereof "he", "him" or "his", as the context may require. 
(.2) Section 205 (l) of such Act is amended to reacf as follows: 
"(l) The Administrator is authorized to delegate to any member, 
efficer. er employee of the Federal Security Agency designated by him 
any of the powers conferred upon him by this section, and is authorized 
to be represented by his own attorneys in any court in any case or pro-
ceeding arising under the provisions of subsection (e)." 
(c) Section 208 of such Act is amended by striking out the words 
"the Federal Insurance Contributions Act" and inserting in lieu 
thereof the following: "snbchapter E of chapter 1 or subchapter A 
orE of chapter 9 of the Internal Revenue Code". 
SERVICES FOR COOPERATIVES PRIOR TO 1 0 51 
SEc. 110. In any case in which-
( 1) an individual has been employed at any time prior to 1951 
by organizations enumerated in the first sentence of section 101 
( 12) of the Internal Revenue Code, 
(2) the service performed by such individual during the time he 
was so employed constituted agricultural labor as defined in sec-
tion 209 (l) of the Social Security Act and section 1426 (h) of 
the Internal Revenue Code, as in effect prior to the enactment of 
this Act, and such service would, but for the provisions of such 
sections, have constituted employment for the purposes of title II 
of the Social Security Act and subchapter A of chapter 9 of such 
Code, 
(3) the taxes imposed by sections 1400 and1410 of the Internal 
Revenue Code have been paid with respect to any part of the 
remuneration paid to such individual by such organization for 
such service and the payment of such taxes by such organization 
has been made in good faith upon the assumption that such service 
did not constitute agricultural labor as so defined, and 
( 4) no refund of such taxes has been obtained, 
rne amount of such remuneration with respect to which such taxes have 
been paid shall be deemed to constitute remuneration for employment 
ns defined in section 209 (b) of the Social Security Act as in effect prior 
to the enactment of this Act (but it shall not constitute wages for 
l ;urposes of deductions under section 203 of such Act for months for 
whieh benefits under titl e II of such Act have been certified and paid 
prior to the enactment of this Act) . 
TITLE JI-AM~NDMENTS TO INTERNAL REVENUE CODE 
RATE OF TAX ON WAGES 
SEc. 201. (a) Clauses (2) clnd (3) of section 1400 of the Internal 
RHenue Code are amended to read as follows: 
"(2) vVith respect to wages received during the calendar years 
1950 to 1953, both inclusive, the rate shall be 1% per centum. 
" ( 3) vVith respect to wages received during the calendar years 
1954 to 1959, both inclusive, the rate shall be 2 per centum. 
" ( 4) With respect to wages received during the calendar years 
1960 to 1964, both inclusive, the rate shall be 2% per centum. 
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" ( 5) With respect to wages received during the calendar years 
1965 to 1969 both inclusive, the rate shall be 3 per centum. 
"(6) Witl1 respect to wages received after December 31, 1969, 
the rate shall be 31,4 per centum." 
(b) Clauses ( 2) and ( 3) of section 1410 of the Internal Revenue 
Code are amended to read as follows : 
"(2) ·with respect to wages paid during the calendar years 
1950 to 1953 both inclusive, the rate shall be 1-lh per centum. 
"(3) \iVitl1 respect to wages paid during the calendar years 
1954 to 1959, both inclusive, the rate shall be 2 per centtlm. 
" ( 4) \iVith respect to wages paid during the calendar years 
1960 to 1964 both inclusive, the rate shall be 2lf2 per centum. . 
" ( 15) With respect to wages paid during the calendar years 
1965 to 1969, both inclusive, the rate shall be 3 per centum. 
" ( 6) With respect to wages paid after December 31, 1969, the 
rate shall be 31,4 per centum." 
FEDERAL SERVICE 
SEc. 202. (a) Part II of subchapter A of cht~pter 9 of the_Inter!1al 
Revenue Code is amended by addmg after sectiOn 1411 the followmg 
new section : 
"SEC. 1412. INSTRUMENTALITI ES OF THE UNITED STATES. 
"Notwithstanding any other provision of law (whether enacted 
before or after the enactment of this section) which grants to any 
instrumentality of the United States an exemption from taxation, such 
instrumentality shall not be exempt from the tax imposed by section 
1410 unless such other provision of law grants a specific exemption, 
by reference to section 1410, from the tax imposed by such section." 
(b) Section 1420 of the Internal Revenue Code is amended by adding 
at the end thereof the following new subsection : 
" (e) FEDERAL SmtVICE.- In the case of the taxes imposed by tllis 
subchapter with respect to service performed in the employ of the 
United States or in the employ of any instrumentality which is wholly 
owned by the United States, the determination whether an individual 
has performed service which constitutes employment as defined in sec-
tion 1426, the determination of the amount of remuneration for such 
service which constitutes wages as defined in such section, and there-
turn and payment of the taxes imposed by this subchapter, shall be 
made by the head of the Federal agency or instrumentality having 
the control of such service, or by such agents as such head may desig-
nate. The person making such return may, for convenience of admin-
istration, make payments of the tax imposed under section 1410 with 
respect to such service without regard to the $3,600 limitation in 
section 1426 (a) ( 1), and he shall not be required to obtain a refund 
of the tax paid under section 1410 on that part of the remuneration 
not included in wages by reason of section 1426 (a) (1) . The provi-
sions of this subsection shall be applicable in the case of service per-
formed by a civilian employee, not compensated from funds appropri-
ated by the Congress, in the Army and Air Force Exchange Service, 
Army and Air Force Motion Picture Service, Navy Exchanges, Marine 
Corps Exchanges, or other activities, conducted by an instrumentality 
of the United States subject to the jurisdiction of the Secretary o£ 
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Defense, at installations of the Department of Defense for the comfort 
pleasure, contentment, and mental and physical improvement of per~ 
sonnel of such Department; and for purposes of this subsection the 
Secretary of Defense shall be deemed to be the head of such instru-
mentality." 
(c) Section 1411 of the Internal Revenue Code is amended by adding 
at the end thereof the following new sentence: "For the pm:poses of 
this seotion, in the case of remuneration received from the United 
States or a wholly owned instrumentality thereof during any calendar 
year after th.e calendar year 1950, each head of a Federal agency or 
Instrumentality who makes a return pursuant to section 1420 (e) and 
each agent, designated by the head of a Federal agency or instru-
mentality, who makes a return pursuant to such section shaJl be 
deemed a separate employer.". 
(d) The amendments made by this section shall be applicable only 
:with respect to remuneration paid after 1950. 
DEFINIT ION OF WAGES 
SEC. 203. (a) Section 1426 (a) of the Internal Revenue Code is 
amended to read as follows: 
" (a) 'V AGEs.- The term 'wages' means all remuneration for employ-
ment, including the cash value of all remuneration paid in any medium 
other than cash; except that such term shall not include-
" ( 1) That part of the remuneration which, after remunera-
tion (other than remuneration referred to in the succeeding para-
graphs of this subsection) equal to $3,600 with respect to 
employment has been paid to an individual by an employer dur-
ing any calendar year, is paid to such. individual by such employer 
during such calendar year. If an employer (hereinafter referred 
to as successor employer) during any calendar year acquires sub-
stantially all the property used in a trade or business of another 
employer (hereinafter referred to as a predecessor), or used in a 
separate unit of a trade or business of a predecessor, and immedi-
ately after the acquisition employs in his trade or business an 
individual who immediately prior to the acquisition was employed 
in the trade or business of such predecessor, then, for the purpose 
of detei·mining whether the successor employer has paid remunera-
tion (other than remuneration referred to in the succeeding para-
graphs of this subsection) with respect to employment equal to 
$3,600 to such individual during such calendar year, any remunera-
tion (other than remuneration referred to in the succeeding 
paragraphs of this subsection) with respect to employment paid 
(or considered under this paragraph as having been paid) to 
such individual by such predecessor during such calendar year 
and prior to such acquisition shall be considered as hav.ing been 
paid by such successor employer; 
"(2) The amount of any payment (including any amount paid 
by an employer for insurance or annuities, or into a fund, to 
provide for _any such payment) made to, or on behalf of, an 
employee or any of his dependents under a p1an or system estab-
lished by an employer which makes provision for his employees 
generally (or for his employees generally and their dependents) 
or for a class or classes of his employees (or for a class or classes 
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of his employees and their deJ?endent_s), <?~ account of (A) _retire-
ment, or (B) sickness or accident ~hsa bJ~Ity, ~n· (C) mechc~l or 
hospitalization expenses in connectiOn With sickness or accident 
disability, or (D) death; 
" ( 3) Any payment ma~e to an employee ( i~cludil_lg any ?-mount 
paid by an employer for msurance or anmutles, ?r mto a fund, to 
provide for any such payment) on a~count of retn:ement ;, . . . 
" ( 4) Any paym.ent on account of sickness or accident disability, 
or medical or hospitalization expenses in connection with sick-
ness or accident disability, made by an employer to, or on behalf 
of, an employee after the expiration of six calendar 1~1.onths fol-
lowing the last calendar month in which the employee worked for 
such employer; 
" ( 5) Any payment made to, or on beha 1f of, an employee or 
his beneficiary (A) from or to a trust exempt from tax under 
section 165 (a) at the time of such p ayment unless such payment 
is made to an employee of the trust as remuneration for services 
r endered as such employee and not as a beneficiary of the trust, 
or (B) under or to an annuity plan which, at the time of such 
payment, meets the requirements of section 165 (a) (3), (4), (5), 
and (6) : 
" ( 6) The payment by an employer (without deduction from 
the remuneration of the employee) (A) of the tax imposed upon 
an employee under section 1400, or ( n) of any payment required 
from an employee under a State unemployment compensation 
law; 
"(7) (A) Rem.uneration paid in any medium other than cash to 
an employee for service not in the course of the employer's trade 
or business or for domestic service in a private home of the 
employer; 
"(B) Cash remuneration paid by an employer in any calendar 
quarter to an employee for domestic service in a private home of 
the employer, if the cash remuneration paid in the quarter for such 
service is less than $50 or the employee is not regularly employed 
by the employer in such quarter of payment. For the purposes 
of this subparagraph, an employee shall be deemed to be regularly 
employed by an employer during a calendar quarter only if (i) on 
each of some twenty-four days during the quarter t-he employee 
performs for the employer for some portion of the clay domestic 
service in a private home of the employer, or (ii) the employee 
was regularly em.ployed (as d etern1.ined under clause ( i) ) by the 
employer in the performance of such service during the precedino· 
calendar quarter. As used in this subparagraph, the tern~ 
'domestic service in a private home of the employer' does not 
include service described in subsection (h) (5); 
"(8) Remuneration paid in any medium other than cash for 
agricultural labor ; 
"(9) Any payment (other than vacation or sick pay) made to 
an employee after the month in which he att;~ in s the a•Ye of sixty-
five, if he did not work for the employer in the period for which 
such payment is made; or 
"(10) Remuneration p r>.irl by an employer in any calendar quar-
ter to an employee for service descr ibed in subsection (d) ( 3) ( €) 
• 
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(relating to home workers), i:£ the cash r emuneration paid in such 
quarter by the employer to the employee for such service is less 
than $50." 
· (b) So much of section 1401 (d) (2) of the Internal Revenue Code 
as precedes the second sentence thereof is amended to read as follows : 
"(2) WAGES RECEIVED DUUING 1947, 1948, 1949, AND 1950.-If 
by reason of an employee receiving wages f1·om more than one 
employer during the calendar year 1947, 1948, 1949, or 1950, the 
wages received by him during such year exceed $3,000, the 
employee shall be entitled to a r efund of any amount of tax, with 
respect to such wages, imposed by section 1400 and deducted from 
the employee's wages (whether or not paid to the collector) , which 
exceeds the tax with respect to the first $3,000 of such wages 
received." 
(c) Section 1401 (d) of the Internal Revenue Code is amended by 
adding at the end thereof the following new paragraphs : 
" ( 3) WAGES RECEIVED AFTER 1 !J 50.-If by reason of an employee 
receiving wages from more than one employer during any cal-
endar year after the calendar year 1950, the wages received by 
him during such year exceed $3,600, the employee shall be entitled 
to a refund of any amount of tax, with respect to such wages, 
imposed by section 1400 and deducted from the employee's wages 
(whether or not paid to the collector), which exceeds the tax 
with reSJ?ect to the first $3,600 of such wages r eceived. R efund 
under th1s section may be made in accordance with the provisions 
of law applicable in the case of erroneous or illegal collection of 
the tax; except that no such refund shall be made unless (A) 
t;he employee makes a claim, establishing his right. thereto, after 
the calendar year in which the wages were recmved with r espect · 
to which refund of tax is claimed, and (B) such claim is made 
within two years after the calendRr year in which such wages 
were received. No interest shall be allowed or paid with respect 
to any such refund. · 
" ( 4) SPECIAL RULES IN THE CASE OF FEDERAL AND S'I'ATE 
EMPLOYEES.-
" (A) F ederal Employees.-In the case of r emuneration 
received from the United States or a wholly owned instru-
mentality thereof during any calendar year after the calendar 
year 1950, each head of a Federal agency or instrumentality 
who makes a return pursuant to section 1420 (e) and each 
agent, desig11ated by the head of a F ederal agency or instru-
mentality, who makes a return pursuant to such section shall, 
'for the purposes of subsection (c) and paragraph (3) of this 
subsection, be deemed a separate employer; and the term 
'wages' includes, for the purposes of paragraph ( 3) of this 
subsection, the amount, not to exceed $3,600, determined by 
each such head or agent as constituting wages paid to an 
employee. 
"(B) S tate Employees.-For the purposes of p aragraph 
(3) of this subsection, in the case of remuneration r eceived 
durinO' any calendar year after the calendar year 1950, the 
term ~ages' includes such remuneration for services covered 
by an agreement made pursuant to section 218 of the Social 
• 
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Security Act as would be wages if such services constituted 
employinent; the term 'employer' includes a State or tiny 
political subdivision thereof, or any instrumentality of. any 
one or more of the foregoing; the term 'tax' or 'tax imposed 
by section 1400' includes, in the case of services covered by 
an · agreement made pursuant to section 218 of the Social 
Security Act, an amount equivalent to the tax which would be 
imposed by section 1400, if such services constituted employ-
ment as defined in section 1426; and the provisions of para-
graph (3) of this subsection shall apply whether or not any 
amount deducted from the employ .;;e:s r emuneration as a 
result of an agreement made pursuant to section 218 of the 
Social Security Act has been paid to the Secretary of the 
Treasury." 
(d) The amendment made by subsection (a) of this section shall be 
applicable only with r espect to remuneration paid after 1950. In the 
case of r emuneration paid prior to 1951, the determination under 
section 1426 (a) (1) of the Internal Revenue Code (prior to its amend-
ment by this Act) of whether or not such remuneration consti-
tuted wages shall be made as if subsection (a) of this section had not 
been enacted and without inferences drawn from the fact that the 
amendment made by subsection (a) is not made applicable to periods 
prior to 1951. 
DEFINITION OF EMPLOYMENT 
SEc. 204. (a) Effective January 1, 1951, section 1426 (b) of the 
Internal Revenue Code is amended to read as follows: 
"(b). EMPLOYMENT.-The term 'employment' means any service per-
formed after 1936 and prior to 1951 which was employment for the 
purposes of this subchapter under the law applicable to the period in 
which such service was performed, and any service, of whatever nature, 
performed after 1950 either (A) by an employee for the person 
employing him, irrespective of the citizenship or residence of either, 
(i) within the United States, or (ii) on or in connection with an 
American vessel OT American aircraft under a contract of service 
which is entered into within the United States or during the perform-
ance of which and while the employee is employed on the vessel or 
aircraft it touches at a port in the United States, if the employee is 
, employed on and in connection with such vessel or aircraft when 
outside the United States, or (B) outside the United States by a 
citizen of the United States as an employee for an American employer 
(as defined in subsection ( i) of this section) ; except that, in the case 
of service performed after 1950, such term shall not include-
" (1) (A) Agricultural labor (as defined in subsection (h) of 
this section) performed in any calendar quarter by an employee, 
unless the cash remuneration paid for such labor (other than 
service described in subparagraph (B)) is $50 or more and such 
labor is performed for an employer by an individual who is 
regularly employed by such employer to perform such agricul-
tural labor. For the purposes of this subparagraph, an indi-
vidual shall be deemed to be re~ularly employed by an employer 
during a calendar quarter only If-
"(i) such individual performs agricultural labor (other 
than service described in subparagraph (B)) for such em-
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ployer on a full-time basis on sixty clays during such quarter, 
and 
. "(ii) the quarter was immediately preceded by a qualify-
mg quarter. 
For the purposes of the preceding sentence, the t erm 'qualifying 
q~mrter' means. (I) any quarter during all of which such indi-
Vldual was contmuously employed by such employer, or (II) any 
subsequent quarter y;hich m eets the test of clause (i) if, after 
the last quarter <'luring all of which such indiviclua.l was continu-
ously employed by such employer, each intervening quarter met 
the test of clause ( i). Notwithstanding the preceding provisions 
of this subparagraph, an individual shall also be deemed to be 
regularly employed by an employer during a calendar quarter if 
such individual was regularly employed (upon application of 
clauses (i) and (ii)) by such employer during the preceding · 
· calendar quarter. 
"(B) Serv;ce performed in connection with the production or 
harvesting of any conmwdity defined as an agricultural com-
modity in section 15 (g) of the Agricultural Marketing Act, as 
a1nended, or in connection with the ginning of cotton; 
"(2) Domestic service performed in a local college club, or local 
chapter of a college fraternity or sorority, by a student who is 
Enrolled and is regularly attending classes at a school, college, or 
university; 
"(3) Service not in the course of the employer's trade or busi-
ness performed in any calendar quarter by an employee, unless 
the cash remuneration paid for such service is $50 or 1nore and 
such service is performed by an individual who is regularly em-
ployed by such employer to perform such service. For the pur-
poses of this paragraph, an individual shall be deemed to be reg u-
larly employed by an employer durin g: a calendar quarter only 
if (A) on each of some twenty-four clays during such quarter 
such individual performs for such employer for some portion of 
the day service not in the course of the employer's trade or busi-
ness, or (B) such individual was regularly e~ployecl (as deter-
mined under clause (A) ) by such employer in the performance 
of such service during the preceding calendar qnartel". As used 
in this paragraph, tl~e term 'service _not in the con~'se of ~he .em-
ployer's trade o~' busmess' does not mclude d~mestlc serv1?e m a , 
private home of the employer and does not mclucle serv1ce de-
scribed in subsection (h) ( 5) ; 
" ( 4) Service performed by an individual in th e e.mploy of his 
son, daughter , or spouse, and servic.e performed by a child under 
the aue of twen ty-one in the employ of h is father or mother; 
" ( 5') Service per:Eormed by an in eli vicl ual on or in connection 
with a vessel not an American vessel, or on or in connection with 
an aircraft not an A merican aircraft, if the indivichml is employed 
on and in connection with such vessel or aircraft when outside 
the United States ; 
" ( 6) S ervice performed in the employ of any instrumentality 
of the United S t ates, if such instrunientality is exempt from the 
tax imposed by section 1410 by virtue of any provision of law 
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which specifically r efers to such section in granting such 
exemption; 
"(7) (A) Service performed ~n the empl<;>Y of the Un~ted 
States or in the employ of any m strumentahty of the Umted 
States if such serviee is covered by a retirement system established 
by a l~w of the United States; 
" (B) Service performed in the employ of an instrumentality 
of the United States if such an instrumentality was exempt from 
the tax imposed by section 1410 on D ecember 31, 1950, except that 
the provisions of this subparagraph shall not be applicable to-
" ( i) service performed in the employ of a corporat ion 
which is wholly owned by the United States; 
"(ii) service performed in the employ of a national farm 
loan association, a production credit association, a Federal 
R eserve Bank, or a Federal Credit U nion; 
"(iii) service performed in the employ of a State, county, 
or community committee under the Production and Market-
in()" Administration; or 
'il (iv ) service performed by a civilian employee, not com-
pensated from funds appropriated by the Congress, in the 
Army and Air Force E xchange Service, Army and Air Force 
Motion Picture Service, Navy Exchanges, Marine Corps 
E xchanges, or other activities, conducted by an instrumen-
tality of the United States subject to the jurisdiction of the 
Secretary of Defense, at installations of the Depar tment of 
Defense for the comfort, pleasure, contentment, and mental 
and J;>hysical improvement of personnel of such Department; 
"(C) :Service performed in the employ of the United States 
or in the employ of any instrumentality of the United States, if 
such service is performed-
"(i) as the President or Vice President of the United 
States or as a Member, Delegate, or .Resident Conunissioner, 
of or to the Congress; 
"(ii) in the legislative branch; 
" (iii) in the field ser vice of the Post Office D epartment 
unless performed by any individual as an employee who is 
excluded by E xecutive order from the operation of the Civil 
Service Retirement Act of 1930 because he is serving under 
a temporary appointment pending final determination of 
eligibility for permanent or indefinite appointment; 
"(iv) in or under the Bureau of the Census of the De-part-
ment of Commerce by temporary employees employed for the 
taking of any census ; 
"(v) by any individual as an employee who is exclut1cd by 
E xecutive order from the operation of the Civil Service 
R etirement Act of 1930 because he is paid on a contract or 
fee basis; 
" (vi) by any individual as an employee receiving nominal 
compensation of $12 or less per annum; 
" (vii) in a hospital, home, or other institution of the United 
States by a patient or inmate thereof; 
" (viii) by any in eli v .id ual as a consular agent appointed 
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under authority of section 551 of the Foreign Service Act of 
1946 (22 U. S. C., sec. 951) ; 
"(ix) by any individual as an employee included under 
section 2 of the Act of August 4, 194 7 (relating to certain 
interns, student nurses, and other student employees of hos-
pitals of the Federal Government; 5 U. S. C., sec. 1052) ; 
"(x) by any individual as an employee serving on a tenJ.-
pora:ry basis in case of fire, storm, earthquake, flood, or other 
similar emergency ; 
"(xi) by any individual as an employee who is employed 
under a Federal relief program to relieve him f r om unem-
ployment; 
"(xii) as a member of a State, county, or community com-
mittee under the Production and Marketing Administration 
or of any other board, council, committee, or other similar 
body, unless such board, council, committee, or other body is 
composed exclusively of individuals otherwise in the full-
time employ of the United States; or 
"(xiii) by an individual to whom the Civil Service Retire-
ment Act of 1930 does not apply because such individual is 
subject to another retirement system; 
"(8) Service (other than service which, under subsection (k), 
constitutes covered transportation service) pedormed in the 
employ of a State, or any political subdivision thereof, or any 
instrumentality of any one or more of the foregoin~ which is 
wholly owned by one or more States or political subdivisions; 
"(9) (A) Service performed by a duly ordained, commis-
sioned, or licensed minister of a church in the exercise of his 
ministry or by a member of a religious order in the exercise of 
duties required by such order; . 
"(B) Service performed in the employ of a religious, chari-
table, educational, or other organization exempt from income tax 
nuder section 101 (6), but this subparagraph sh all not apply to 
service performed during the period for which a certificate, filed 
pursuant to subsection (I), is in effect if such service is performed 
by an employee (i) whose signature appears on the list filed by 
such organization under subsection (1), or (ii) who became an 
employee of such organization after the calendar quarter in which 
the certificate was filed; 
"(10) Service performed by an individual as an employee or 
employee representative as defined in section 1532; 
" ( 11) (A) Service performed in any calendar quarter in the 
employ of any organization exempt from income tax under section 
101, ii the remuneration for such service is less than $50; 
"(B) Service performed in the employ of a school, college, or 
university if such service is performed by a student who is enrolled 
and is regularly at tending classes at such school, college, or 
university; 
"(12) Service performed in the employ of a foreign govern-
ment (including service as a consular or other officer or employee 
or a nondiplomatic representative); 
" ( 13) Service performed in the employ of an instrumentality 
wholl.t owned by a foreign government-
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" (A) I£ the service is of a character similar to that per-
formed in foreign countries by employees of the United States 
Government or of an instrumentality thereof; and 
"(B) I£ the Secretary of State shall certify to the Secre-
tary of the Treasury that the foreign government,· with 
respect to whose instrumentality and employees thereof 
exemption is claimed, grants an equivalent exemption with 
respect to similar service performed in the foreign country 
by employees of the United States Government and of instru-
mentalities thereof; 
"(14) Service perfo~·med as a student nurse in the employ of 
a hospital or a nurses' training school by an individual who is 
enrolled and is regularly attending classes in a nurses' training 
school chartered or approved pursuant to State law; and service 
performed as an interne in the employ of a hospital by an individ-
ual who has completed a four years' course in a medical school 
chartered or approved pursuant to State law; 
" ( 15) Service performed by an individual in (or as an officer or 
member of the crew of a vessel while it is engaged in) the catching, 
taking, harvesting, cultivating, or farming of any kind of fish, 
· shellfish, crustacea, sponges, seaweeds, or other aquatic forms of 
animal and vegetable life (including service performed by any 
such individual as an ordinary incident to any such activity), 
except (A) service performed in connection with the catching or 
taking of salmon or halibut, for commercial purposes, and (B) 
service performed on or in connection with a vessel of more than 
ten net tons (determined in the manner . provided for determining 
the register tonnage of merchant vessels under the laws of the 
United States) ; 
" ( 16) (A) Service performed by an individual under the age 
of eighteen in the delivery or distribution of newspapers or 
shopping news, not including delivery or distribution to any point 
for subsequent delivery or distribution; 
" (B) Service performed by an individual in, and at the time of, 
the sale of newspapers or magazines to ultimate consumers, under 
an arrangement under which the newspapers or magazines are to 
be sold by him at a fixed price, his compensation being based on 
the retention of the excess of such price over the amount at which 
the newspapers or magazines are charged to him, whether or not 
he is guaranteed a minimum amount of compensation for such 
service, or is entitled to be credited with the unsold newspapers 
or magazines turned back; or 
" ( 17) Service performed in the employ of an international 
organization." 
(b) Effective January 1, 1951, section 1426 (e) of the Internal 
Revenue Code is amended to read as follows: 
" (e) STATE, ETc.-
" (1) The term 'State' includes Alaska, Hawaii, the District of 
Columbia, and the Virgin Islands; and on and after the effective 
date specified in section 3810 such term includes Puerto Rico. 
"(2) UNITED STATEs.-The term 'United States' when used in 
a geographical sense includes the Virgin Islands; and on and after 
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the effective date specified in section 3810 such term includes 
Puerto Rico. 
"(3) CITIZEN.-An individual who is a citizen o£ Puerto Rico 
(but not otherwise a citizen o£ the United States) and who is not 
a resident of the United States shall not be considered, :for the 
purposes o£ this section, as a citizen o£ the United States prior 
to the effective date specified in section 3810." 
(c) Section 1426 (g) o£ the Internal Revenue Code is amended by 
striking out "(g) AMERICAN VEsSEL.-" and inserting in lieu thereof 
"(g) AMERICAN VEsSEL AND AmcRAFT.-", and by striking out the 
period at the end o£ such subsection and inserting in lieu thereof the 
:following: "; and the term 'American aircraft' means an aircraft 
registered under the laws of the United States." 
(d) Section 1426 (h) of the Internal Revenue Code is amended to 
read as follows : 
"(h) AGRICULTURAL LABOR.-The term 'agrieulturallabor' includes 
all service performed-
" ( 1) On a farm, in the employ of any person, in connection 
with cultivating the soil, or in cmmection with raising or harvest-
ing any agricultural or horticultural commodity, including the 
raising, shearing, feeding, caring :for, training, and managenient 
of livestock, bees, poultry, and fur-bearing animals and wildlife. 
"(2) In the employ of the owner or tenant or other operator 
of a farm, in connection with the operation, management, conser-
vation, improvement , or maintenance of such :farm and its tools 
and equipment, or in salvaging timber or clearing land of brush 
and other debris left by a hurricane, if the major part of such 
service is performed on a farm. 
" ( 3) Ii1 connection with the production or harvesting of any 
commodity defined as an agricultural commodity in section 15 (g) . 
of the Agricultural Marketing Act, as amended, or in connection 
with the ginning of cotton, or in connection with the operation 
or maintenance of ditches, canals, reservoirs, or waterways, not 
owned or operated for profit, used exclusively for supplying and 
storing water for fanning purposes. 
" ( 4) (A) In the employ of the operator of a farm in handling, 
planting, drying, packing, packaging, processing, freezing, grad-
ing, storing, or delivering to storage or to market or to a carrier 
for transportation to market, in its unmanufactured state, any 
agricultural or horticultural commodity; but only if such operator 
produced more than one-half of the commodity with respect to 
which such service is performed. . 
"(B) In the employ of a group o£ operator s of farms (other 
than a cooperative organization) in the performance of service 
described in subparagraph (A), but only if such operators pro-
duced all of the commodity with respect to which sucli service is 
p erformed. For the purposes of this subparagraph, any un~n­
corporated group of operators shall be deemed a cooperative 
organization if the number of operators comprising such group 
is more than twenty at any time during the calendar quarter in 
which such service is performed. 
"(G) The provisions of subparagraphs (A) and (B) shall not 
be deemed to be applicable with respect to service performed in 
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connection with commercial canning or eommercial freezing or 
in connection with any agricultural or horticultural commodity 
after its delivery to a terminal market for distribution for 
consumption. 
" ( 5) On a farm operated for profit if such service is not in the 
course of the employer's trade or business or is domestic service 
in a private home of the employer. 
"As used in this section, the term 'farm' includes stock, dairy, 
poultry, fruit, fur-bearing animal, and truck farms, plantations, 
ranches, nurseries, ranges, greenhouses or other similar structures used 
primarily for the raising of agricultural or horticultural commodities, 
and orchards." 
(e) Section 1426 of the Internal Revenue Code is amended by strik-
ing out subsections (i) and (j) and inserting in lieu thereof the 
following: 
"(i) AMERICAN EMPLOYER-The term 'American employer' means 
an employer which is ( 1) the United States or any instrumentality 
thereof, (2) an individual who is a resident of the United States, (3) a 
partnership, if two-thirds or more of the partners are residents of the 
United States, (4) a trust, if all of the trustees are residents of the 
United States, or ( 5) a corporation organized under the laws of the 
United States or of any State. 
"(j) CoMPUTATION oF IVAGEs IN CERTAIN CAsEs.-For purposes of 
this subchapter, in the case of domestic service described in subsection 
(a) (7) (B), any payment of cash remtmeration for such service which 
is more or less than a whole-dollar amount shall, under such conditions 
and to such extent as may be prescribed by re~<ulations made under 
this subchapter, be computed to the nearest dollar. For the purpose · 
of the computation to the nearest dollar, the payment of a fractional 
part of a dollar shall be disregarded unless it amounts to one-half 
dollar or more, in which case it shall be increased to $1. The amount 
of any payment of cash remuneration so computed to £he nearest dollar 
shall, in lieu of the amount actually paid, be deemed to constitute the 
amount of cash remuneration for purposes of subsection (a) (7) (B) . 
"(k) CovERED TRANSPORTATION SERVICE.-
" ( 1) Existing transportation systems-General rule.-Except 
as provided in paragraph (2), all service performed in the employ 
of a State or political subdivision in connection with its operation 
of a public transportation system shall constitute covered trans-
portation service if any part of the transportation system was 
ac~ujred from private ownership after 1936 and prior to 1951. 
' (2) Existing transportation systems-Cases in which no 
transportation employees, or only certain employees, are cov-
erecl.-Service performed in the employ of a State or political 
subdivision in connection with the operation of its public trans-
portation system shall not constitute covered transportation 
service if-
" (A) any part of the transportation system was acquired 
from private ownership after 1936 and prior to 1951, and 
substantially all service in connection with the operation of 
the transportation system is, on December 31, 1950, covered 
under a general retirement system providing benefits. which, 
by reason of a provision of the State constitution dealing 
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specifically with retirement systems of the State or political 
subdivisions thereof, cannot be diminished or impaired; or 
"(B) no part of the transportation system operated by the 
State or political subdivision on December 31, 1950, was 
acquired from private ownership after 1936 and prior to 1951; 
except that if such State or political subdivision makes an acqui~ 
sition after 1950 from private ownership of any part of its trans-
portation system, then, in the case of any employee who-
"(C) became an employee of such State or political sub-
division in connection with and at the time of its acquisition 
after 1950 of such part, and 
"(D) prior to such acquisition rendered service in employ-
ment (including as employment service covered by an agl'ee-
ment under section 218 of the Social Security Act) in con-
nection with the operation of such part of the transportation 
system acquired by the State or political subdivision, 
the service of such employee in oonnection with the operation of 
the transportation system shall constitute covered transportation 
service, commencing with the first clay of the third calendar quar-
ter following the calendar quarter in which the acquisition of such 
part took place, unless on such first day such service of such 
employee is covered by a general retirement system which does 
not, with respect to such employee, contain special provisions 
applicable only to employees described in subparagraph (C). 
" ( 3) Transportation systems acquired after 1950.- All service 
performed in the employ of a State or political subdivision thereof 
in connection with its operation of a public transportation system 
shall constitute covered transportation service if the transporta-
tion system was not operated by the State or political subdivision 
prior to 1951 and, at the time of its first acquisition (after 1950) 
from privat~ ownership of any part of its transportation system, 
the State or political subdivision did not have a general retire-
ment system covering substantially all service performed in con-
nection with the operation of the transportation system. 
" ( 4) Definitions.- For the purposes of this subsection-
" (A) The term 'general retirement system' means any pen-
sion, annuity, retirement , or sim.ilar fund or system estab-
lished by a State or by a political subdivision thereof for 
employees of the State, political subdivision, or both; but 
such term shall not include such a fund or system which 
covers only service performed in positions connected with 
the operation of its public transportation system. 
" (B)· A transportation system or a part thereof shall be 
considered to have been acquired by a State or political sub-
division from private ownership if prior to the acquisition 
service performed by employees in connection with the opera-
tion of the system or part thereof acquired constituted 
employment under this subchapter or was covered by an 
agreement made pursuant to section 218 of the Social Security 
Ad and some of such employees became employees of the 
State or political subdivision in co1mection with and at the 
time of such acquisition. • 
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" (C) The term '~olitica~. subdivision' inclur:1e.s an ins~r~­
mentality of (i) a State, (n) one or more pohtical su~d~vi­
sions of a State, or (iii) a State and one or more of its political 
subdivisions. 
"(l) ExEMPTION oF RELIGIOus, CHARITABLE, ETc., ORGANIZATION~.-
"(1) \'VAIVER OF EXEMPTION BY ORGANJZATION.-An orgamza-
tion exempt from income tax under sect ion 101 (6) may file a 
certificate (in such form and .manner, and with s.uch official, p.s 
may be prescribed by regulatwns made under this subchaJ?ter) 
certifying that it desires to have the insurance system established 
by title II of the Social Security Act extend~d to s~rvice per-
formed by its employees and that at least two-thirds of Its employ-
ees concur in the filing of the certificate. Such certificate may be 
filed only if it is accompanied by a list containing the signature, 
address, and social security account munber (if any) of each 
employee who concurs in the filing of the certificate. Such list 
may be amended, at any time prior to the expiration of the first 
month following the first calendar quarter for which the certifi-
cate is in effect, by filing with such official a supplemental list or 
lists containing the signature, address, and social security account 
number (if any) of each additional employee who concurs in the 
filing of the certificate. The list and any supplemental list shall 
be filed in such form and manner as may be prescribed by regu-
lations made under this subchapter. The certificate shall be in 
effect (for the purposes of subsection (b) ( 9) (B) and for the pur-
poses of section 210 (a) (9) (B) of the Social Security Act) for 
the period begim1ing with the first day following the close of the 
calendar quarter in which such certificate is filed, but in no case 
shall such period begin prior to January 1, 1951. The period 
for which the certificate is effective may be terminated by the 
organization, effective at the end of a calendar quarter, upon giv-
ing two years' advance notice in writing, but only if, at the time 
of the receipt of such notice, the certificate has been in effect for 
a period of not less than eight years. The notice of termination 
may be revoked by the organization by giving, prior to the close 
of the calendar quarter specified in the notice of termination, a 
written notice of such revocation. Notice of termination or. revo-
cation thereof shall be filed in such form and manner, and with 
such official, as may be prescribed by regulations made under this 
subchapter. 
" ( 2) TERMINATION OF WAIVER PERIOD BY COMMISSIONER.-l f 
the Commissioner finds that any organization which filed a certifi-
cate pursuant to this subsection has failed to comply substantially 
with the requirements of this subchapter or is no longer able to 
comply therewith, the Commissioner shall give such organization 
not less than sixty days' advance notice in writing that the period 
covered by such certificate will terminate at the end of the calendar 
quarter specified in such notice. Such notice of termination may 
be revoked by the Commissioner by giving, prior to the close of 
the calendar quarter specified in the notice of termination, written 
notice of such revocation to the organization. No notice of ter-
mination or of revocation thereof shall be given under this para-
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graph to an organization without the prior concurrence of the 
Federal Security Administrator. 
"(3) No RENEWAL OF WAIVER.-In the event the period covered 
by a certi~ca~e filed pur~uant to this s~bsection is terminated by 
the orgamzatwn, no certJficate may agam be filed by such orcrani-
zat.ion pnrsuant to this subsection." "' 
(f) Sections 1426 (c) and1428 of the I nternal Revenue Code are 
each amended by stribng out "paragraph (9)" and inserting in lieu 
thereof "paragraph (10) ". 
(g) Theamendments madebysubsections (c), (d), (e), and (f) of 
this sec6on shall b<.' applicable only with respect to services performed 
after 1950. 
DEFINITION OF EliiPLOYEB 
SEc. 205. (a) Section 1426 (d) of the Internal Revenne Code 1s 
amended to read as follows : 
"(d) El\rPLOYEE.-The term 'employee' means-
" ( 1) any officer of a corporation; or 
"(2) any individual who, under the usual common law rules 
applicable in determining the employer-employee relationship, 
h as the status of an employee; or 
"(3) any indivichml (other than an individual who is an 
employee under paragraph (1) or (2) of tllis subsection) who 
pn·forms services for remuneration for any l?erson-
"(A) as an agent-driver or comnnssion-driver engaged 
in distributing men;t products, vegetable products. fruit prod-
ucts, bakery products, beverages (other than milk), or h un-
dry or dry-cleaning- services, for his principa.l; 
" (B) as a full- time life insurance salesman ; 
" (C) as a home worker performino· work, according to 
specifications furnished by the person for whom the services 
are performed, on materials or goods furnished by such per-
son wllich are required to be returned to such person or a 
person designated by him, if the performance of such serv-
ices is subject to licensing requirements under the laws of 
the State in which such services are performed; or 
"(D) as a traveling or c.ity salesman, other than as an 
agent-driver or commission-driver, engaged upon a full-time 
basis in the solicitation on behalf of, and the transmission to, 
his principal (except for side-line sales activities on behalf 
of some other person) of orders from wholesalers, retailers, 
contractors, or operators of hotels, restaurants, or other simi-
lar establishments for merchandise for resale or supplies for 
use in their business operations; 
if the contract of service contemplates that substa,ntially !111 of 
such services are to be performed personally by such individual; 
except that an individual shall not be included in the term 'em-
ployee' under the provisions of this paragra,ph if such indi-
vidual has a substantial investment in facilities used in connec-
tion with the performance of such services (other than i.n facil-
ities for transportation), or if the services are in the nature of a 
single transaction not part of a continuin~ relationship with the 
person for whom the services are performecL." 
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(b) The amendment made by this section shall be applicable only 
with respect to services performed after 1950. 
RECEIPTS FOR EMPLOYEES j SPECIAL REFUNDS 
SEC. 206. (a) Subchapter E of chapter 9 of the Internal Revenue 
Code is amended by adding at the end thereof the following new 
sections: 
"SEC. 1633. RECEIPTS FOR EMPLOYEES. 
"(a) REQUIREJ\IEN'l'.-Every person required to deduct and with-
hold from an employee a tax under section 1400 or 1622, or who would 
have been required to deduct and withhold a tax under section 1622 
if the employee had claimed no more than one withholding exemption, 
shall furnish to each such employee in respect of the remuneration paid 
by such person to such employee during the calendar year, on or 
before January 31 of the succeeding year, or, if his employment is 
terminated before the close of such calendar year, on the day on which 
the last payment of remuneration is made, a written statement showing 
the following: ( 1) the name of such person, (2) the name of the 
employee (and his social security account number if wages as defined 
in section 1426 (a) have been paid), (3) the total amount of wages 
as defined in section 1621 (a), (4) the total amotmt deducted and 
withheld as tax under section 1622, ( 5) the total amount of wa&es as 
defined in section 1426 (a), and ( 6) the total amount deducted and 
withheld as tax under section 1400. 
"(b) STATEMENTS TO CoNSTITUTE INFORMATION RETURNS.-The 
statements required to be furnished by this section in respect of any 
remuneration shall be furnished at such other times, shall contain 
such other information, and shall be in such form as the Commis-
sioner, with the approval of the Secretary, may by regulations pre-
scribe. A duplicate of any such statement if made and filed in accord-
ance with regulations prescribed by the Commissioner with the 
approval of the Secretary shall constitute the return required to be 
made in respect of such remuneration under section 147. 
"(c) ExTENSION OF TIME.-The Commissioner, under such regula-
tions as he may prescribe with the approval of the Secretary, may 
grant to any person a reasonable extension of time (not in excess o·f 
thirty days) with respect to the statements required to be furnished 
w1der this section. 
"SEC. 1634. PENALTIES. 
"(a) PENALTIEs FOR FRAUDULENT STATEMENT OF FAILURE TO 
F uRNISH STATEMENT.-IJ?. lieu of any other 12enalty provided by law 
(except the penalty provided by subsection (b) of this section) any 
person required under the provisions of section 1633 to furnish a ~tate­
ell:t who wi~lfully fur~1ishes a false or fraudulent statement, or who 
willfully fails to furmsh a statement in the manner, at the time and 
showiJ?.g the information required under sectio~1 1633, or regulations, 
prescnbed thereunder, shall for each such failure, upon conviction 
thereof, be fined not more than $1,000, or imprisoned for not more 
than one year, or both. 
"(b) .A DDITIONAL ? ENAI:TY.-ln addition to. the penalty provided by 
subsectiOn (a) of tins sectwn, any person r eqmred under the provisions 
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of section 1633 to furnish a statement who willfully furnishes a fal se 
or fraudulent statement, or who willfully fails to furnish a statement 
in the manner , at the time, and showing the information required 
under section 1633, or regulations prescribed thereunder, shall for 
each such failure be subject to a civil penalty of $50. Such penalty 
shall be assessed and collected in the same manner as the tax imposed 
by section 1410." 
(b) (1) Section 322 (a) of the Internal R evenue Code is amended 
by adding at the end th ereof the f ollowing n ew paragraph: 
" ( 4) CREDIT FOR 'bPEClAL HEFUNDS' OF EJ\IPLOYEE SOCIAL SECURITY 
TAX.- The Commissioner is authorized to prescribe, with the 
approval of the Secretary, regulations providing for the cred-
itinO' against the tax imposed by this chapter for any taxable year 
of tl1e amount determined by the taxpayer or the Commissioner 
t o be allowable under section 1401 (d) as a special refund of tax 
imposed on wages r eceived durin~ the calendar year in which such 
taxable yen.r begins. If more tllan one t axable year b egins in 
such calendar year , such amount shall not be allowed under this 
section as a credit against the tax for any t axable year other 
than the last t axable year so beginning. The amount allowed as 
a cr edit under such r egulations shall, for th e p urposes of this 
ch apter, be considered an amount deducted and withheld at the 
source as tax under subchapter D of ch apter 9." 
(2) Section 1403 (a) of the Internal Revenue Code is amended by 
striking out the first sentence and inserting in lieu thereof the fol-
lowing: "Every employer sh all furnish to each of his employees a 
written statement or statements, in a form suitable for retention by 
the employee, showing the wages paid by him. to th e employee before 
January 1, 1951. (For corresponding provisions ·with respect t o w·ages 
paid after December 31, 1950, see section 1633.)" 
( 3 ) Section 1625 of the Internal Revenue Code is amended by adding 
at the end thereof the following new subsection: 
" (d) APPLICATION OF SECTION.-This section shall apply only with 
respect to wages p aid before January 1, 1951. For corresponding pro-
visions with respect to wages paid after Dec.ember 31, 1950, see section 
1633." 
(c) The amendments made by this section shall be applicable 
only with resp ect to wages paid after December 31, 1D50, except that 
t he amendment made by subsection (b) (1) of this section shall be 
applicable only with r espect to t axable years beginning after Decem-
ber 31, 1D50, and only with respect to "special refnn rl ~ " in the case 
of wages paid after D ecember 31, 1D50. 
PERIODS OF LIMITATION ON ASSESSl\IENT AND UE:FUND OF CERTAIN 
EJIIPLOYli'I:ENT TAXES 
SEc. 207. (a) Subchapter E of ehapter 9 of the Internal Revennb 
Code is am.ended by inserting at the end thereof the following new 
sections: 
"SEC. 1635. PERIOD OF LIMITATION UPON ASSESSMENT AND COL-
LECTION OF CERTAIN EMPLOYMENT TAXES. 
"(a) GENERAL R ULE.-Th e amount of any tax imposed by subchapter 
A of this chapter or subch a,p ter D oJ this chapter shall (except as 
otherwise provided in the following subsections of this section) be 
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assessed within three years after the return was filed, and no proceed-
ina in court without assessment for the collection of such tax shall 
be begun after the expiration of such period. 
" (b) FALSE RETURN OR No RETURN.- In the case of a false or 
fraudHlent return with intent to evade tax or of a failure to file a 
return the tax may be assessed, or a proceeding in court for the 
collection of such tax may be begun without assessment, at any 
time. 
"( c) WILLFuL ATTEMPT TO EvADE TAx.- I n case of a willful attempt 
in any manner to defeat or evade tax, the tax may be assessed, or a pro-
ceeding in court for the collection of such tax may be begun without 
assessment, at any time. 
" (d) CoLLECTION AFTER AssESSMENT.-vVhere the assessment of any 
tax imposed by subchapter A of this chapter or subchapter D of this 
chapter has been made within the period of limitation properly appli-
cable thereto, such tax may be collected by distraint or by a proceeding 
in court, but only if begun ( 1) within six years after the assessment 
of the tax, or (2) J?rior to the expiration of any period for collection 
agreed upon in wnting by the Commissioner and the taxpayer. 
"(e) DATE OF FILING OF RETURN.-For the purposes of this section, 
if a return for any period ending with or within a calendar year is filed 
before March 15 of the succeeding calendar year, such return shall be 
considered filed on Mar ch 15 of such succeeding calendar year. 
" (f) APPLICATION OF SECTION.-The provisions of this section shall 
apply only to those taxes imposed by subchapter A of this chapter, or 
subchapter D of this chapter, which are required to be collected and 
paid by making and filing returns. 
"(g) EFFECTIVE DATE.-The provisions of this section shall not 
apply to any tax imposed with respect to remuneration paid during 
any calendar year before 1951. · 
"SEC. 1636. PERIOD OF LIMITATION UPON REFUNDS AND CREDITS 
OF CERTAIN EMPLOYMENT TAXES. 
"(a) GENERAL R uLE.-In the case of any tax imposed by subchapter 
A of this chapter or subchapter D of this chapter-
" (1) PERIOD OF LIMITATION.-Unless a claim for credit or refund 
is filed by the taxpayer within three years from the time the 
return was filed or within two years from the time the tax was 
paid, no credit or . r efund shall be allowed or made after the 
expiration of whichever of such periods expires the later . If no 
return is filed, then no credit or refund shall be allowed or made 
after two years from the time the tax was paid, lmless before 
the expiration of such period a claim therefor is filed by the 
taxpayer. 
"(2) Larrr ON AMOUNT OF CREDIT OR REFUND.- The amount of 
the credit or refund shall not exceed the portion of the tax paid-
" (A) If a return was filed, and the claim was filed within 
three years from the time the return was filed durina the 
three years immediately preceding the filing df the claim . 
. . "(B) If a ~laim was filed, a~1d. ( i) no r eturn was filed, or 
( n) If the claim was not filed w1thm three yen,rs from the time 
the return was filed, during the two yen,rs immedin,tely pre-
ceding the filing of the cln,im. 
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" (C) If no claim was filed and the aBowance of credit or 
refund is made within three years from the time the return 
was filed, during the three years immediately preceding the 
allowance of the credit or refund. 
"(D) If no claim was filed , and ( i) no return was filed or 
( ii) the allowance of the credit or refund is not made within 
three years from the time the return was filed, during the two 
years i1runediately preceding the allowance of the credit or 
refund. · 
"(b) PENALTms, ETc.-The provi sions of subsection (a) of this 
section shall apply to any penalty or sum assessed or collected with 
respect to the tax imposed by subchapter A of this chapter or sub-
chapter D of this chapter. 
"(c) DATE OI<' FILING RETDRN AND DATE OF P AYliiENT OF TAx.-
For the purposes of this section-
"(1) If a return for any period ending with or within a calen-
dar year is filed before March 15 of the succeeding calendar year, 
such return shall be considered filed on March 15 of such succeed-
ing calendar year; and 
"(2) If a tax with respect to remuneration paid during any 
period ending with or within a calendar year is paid before March 
15 of the succeeding calendar year, such tax shall be considered 
paid on March 15 of such succeeding calendar year. 
" (d) APPLICATION OF SECTION.-The provisions of this section shall 
apply only to those taxes imposed by subchapter A of this chapter, or 
subchapter D of this chapter, which are required to be collected and 
paid by making and filing returns. 
"(e) EFFECTIVE DATE.- The provisions of this section shall not 
apply to any tax paid or collected with respect to remuneration paid 
during any calendar year before 1951 or to any penalty or smn paid 
or collected with respect to such tax." 
(b) ( 1) Section 3312 of the Internal Revenue Code is amended by 
inserting immediately after the words "gift taxes'' (which words 
immediately precede subsection (a) thereof) a comma and the follow-
ing: "and except as otherwise provided in section 1635 with respect 
to employment taxes under subchapters A and D of chapter 9". 
(2) Section 3313 of the Intemal l{evenue Code is amended as 
follows : 
(A) By inserting immediately after the words "and gift 
taxes, ' ', where those words first appear in the section, the follow-
ing: "and except as otherwise provided by law in the case of 
employment t axes under subchapters A and D of chapter 9,"; and 
(B) By inserting immediately after the words "and gift taxes", 
where those words appear in the parenthetical phrase, a comma 
and the following: "and other than such employment taxes". 
(3) Section 3645 of the Internal Revenue Code is mnended by strik-
ing out "Employment taxes, section 3312." and inserting in lieu thereof 
the following: "Employment taxes, sections 1635 and 3312." 
(4) Section 3714 (a) of the Internal Revenue Code is amended by 
inserting at the end thereof the following: 
"Employment taxes, see sections 1G35 ( cl) and 3312 (d)." 
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(5) Section 3770 (a) (6) of the Internal R evenue Code is amended 
by inserting at the end thereof the following: 
"Em~loyment taxes, see sections 1636 and 3313." 
( 6) ::::Jection 3772 (c) of the Internal Revenue Code is amended by 
inserting at the end thereof the following: 
"Employment taxes, see sections 1636 and 3313." 
SELF-EMPLOYMENT INCOME 
SEc. 208. ( rr) Chapter 1 of the Internal Revenue Code is amended by 
adding at the end thereof the following new subchapter : 
"SUBCHAPTER E-TAX ON SELF-EMPLOYMENT INCOME 
"SEC. 480. RATE OF TAX. 
"In addition to other taxes, there shall be levied, collected, and paid 
for each taxable year beginning after December 31, 1950, upon the 
self-employment income of every individual, a tax as follows: 
"(1) In the case of any taxable year beginning after D~cember 
31, 1950, and before Jan nary 1, 11)54, the tax shall be equal to 
21,4 per centum of the amount of the self-employment income for 
such taxable year. 
"(2) In the case of any taxable year beginning after December 
31, 1953, and before Jan nary 1, 1960, the tax shall be equal to 
3 per centum of the amount of the self-employment income for 
such taxable year. 
" ( 3) In the case of any taxable year beginning after December 
31, 1959, and before January 1, 1D65, the tax shall be equal to 
3%, per centum. of the amount of the self-employment income 
for such taxable year. 
"(4) In the case of any taxable year beginning after December 
31, 1964, and before January 1, 1970, the tax shall be equal to 
4V2 per centum of the amount of the self-employwent income for 
such taxable year. 
" ( 5) In the case of any taxable year beginning after December 
31, 1969, the tax shall be equal to 4% per centum of the amount 
of the self-employment income for such taxable year. 
· "SEC. 481. DEFINITIONS. 
"For the purposes of this subchapter-
" (a) NET EARNINGS FnoM SELF-EMPL0YMENT.-The term 'net 
earnings from self-employment' means the gross incon1e derived by an 
individual from any trade or business ca.rried on by such individual, 
less the deductions allowed by this char>ter which are attributable to 
such trade or business, plus his distributive share (whether or not 
distributed) of the ordinary net income or loss, as computed under 
section 183, from any trade or business carried on by a partnership of 
which he is a member; except that in computing such gross income and 
clednctions and such distributive share of partnership ordinary net 
:i.ncome or loss-
" ( 1) There shall be excluded rentals from real estate ( includ-
ing personal property leased with the real estate) and deductions 
attr1butable thereto. unless such rentals are received in the course 
of a trade or business as a real estate dealer; · 
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"(2) There shall be excluded income derived from any trade 
or business ·in which, if the trade or business were carried on 
exclusively by employees, the major portion of the services would 
constitute agricultural labor as defined in section 1426 (h) ; and 
there shall be excluded all deductions attributable to such income; 
" ( 3) There shall be excluded dividends on any share of stock, 
and interest on any bond, debenture, note, or certificate, or other 
evidence of indebtedness, issued with interest coupons or in regis-
tered form by any corporation (including one issued by a govern-
ment or political subdivision thereof), unless such dividends and 
interest (other than interest described in . section 25 (a) ) are 
received in the course of a trade or business as a dealer in stocks 
or securities; 
" ( 4) There shall be excluded any gain or loss (A) which is con-
sidered as gain or loss from the sale or exchange of a capital asset, 
(B) fro;n the cutting or disposal of timber if section 117 (j) is 
applicable to such gain or loss, or (C) from the sale, exchange, 
invohmtary conversion, or other disposition of property if such 
property is neither (i) stock in trade or other property of a kind. 
which would properly be includible in inventory if on hand at the 
close of the taxable year, nor (ii) property held primarily for sale 
to customers in the ordinary course of the trade or business; 
" ( 5) The deduction for net operating losses provided in section 
23 ( s) shall not be allowed; 
"(6) (A) If any of the income derived :from a trade or business 
(other than a trade or business carried on by a partnership) is 
community income under community property laws applicable to 
· such income, all of the gross income and deductions attributable to 
such trade or business shall be treated as the gross income and 
deductions of the husband unless the wife exercises substantially 
all of the management and control of such trade or business, in 
which case all of such gross income and deductions shall be treated 
as the gross income and deductions of the wife; 
"(B) I:f any portion of a partner's distributive share of the 
ordinary net income or loss fl'Om a trade or business carried on by 
a partnership is community income or loss under the com.munity 
property laws applicable to such share, all of such distributive 
share shall be included in computing the net earnings from self-
emp1oyment of such partner, and no part of such share shall be 
taken into account in computing the net earnings from self-
employment of the spouse of such partner; 
"(7) In the case of any taxable year beginning on or after the 
effective date specified in section 3810, (A) the term 'possession of 
the United States' as used in section 251 shall not include Puerto 
Rico, and (B) a citizen or resident of Puerto Rico shall compute 
h.is net earnings from self-employment in the same manner as a 
citimn of the United States and without regard to the provisions 
of section 252. 
l;f the taxable year of a partner is different from that of the partner-
ship, the distributive share which he is required to include in com-
putin~ his net earnings from self-employment shall be based upon 
the ordinary net income or loss of the partnership for any taxable 
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year of the partnership (even though beginning prior to J anuary 1, 
1951) ending within or with his taxable year. . 
"(b) SELF-EMPLOYMENT INCOME.-The term 'self-employment in-
come' means the net earnings from self-employment derived by an 
individual (other than a nonresident alien individual) during any 
taxable year beginning after December 31, 1950; except that such 
term shall not include-
" ( 1) That part of the net earnings from self-employment which 
is in excess of: (A) $3,600, minus (B) the amotmt of the wages 
paid to such individual during the taxable year; or 
"(2) The net earnings from self-employment, if such net earn-
ings for the taxable year are less than $400. 
For the purposes of clause (1) the term 'wages' includes such remu-
neration paid to an employee for services included under an agree-
ment entered into pursuant to the provisions of section 218 of the 
Social Security Act (relating to coverage of State employees) as 
would he wages under section 1426 (a) if such services constituted 
employment under section 1426 (b). In the case of any taxable year 
beginning prior to the effective date specified in section 3810, an indi-
vidual who is a citizen of Puerto Rico (but not otherwise a citizen 
of the United States) and who is not a resident of the United States 
or of the Virgin Islands during such taxable year shall be considered, 
for the pmposes of this subchapter, as a nonresident alien individual. 
An individual who is not a citizen of the United States but who is a 
resident of the Virgin Islands or (after the effective date specified in 
section 3810) a resident of Puerto Rico shall not, for the purposes of 
this subchapter, be considered to be a nonresident alien individual. 
"(c) TRADE OR BusiNEss.-The term 'trade or business', when used 
with reference to self-employment income or r.et earnings from self-
employment, shall have the same meaning as when used in section 23 
except that such term shall not include- ' 
" ( 1) The performance of the functions of a public office; 
"(2) The performance of service by an individual as an em-
ployee (other than service described in section 1426 (b) (16) (B) 
performed by an individual who has attained the age of eighteen) ; 
" ( 3) The performance ~f service by an individual as an 
employee or employee representative as defined in section 1532; 
"(4) The performance of service by a duly ordained, commis-
sioned, or licensed minister of a church in the exercise of his 
ministry or by a member of a religious order in the exercise of· 
duties required by such order; or 
"(5) The performance of service by an individual in the exer-
cise of his profession as a physician, lawyer, dentist, osteopath, 
veterinarian, chiropractor, naturopath, optometrist, Christian 
Science practitioner, architect, certified public accountant, . 
accountant registered or licensed as an accountant under State or 
municipal law, full-time practicing public accountant, funeral 
director, or professional engineer; or the performance of such 
service by a partnership. 
" (d) EMPLOYEE AND WAGEs.-The term 'employee' and the. term 
'wages' shall have the same meaning as when used in subchapter A of 
chapter 9. 
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"SEC. 482. MISCELLANEOUS PROVISIONS. 
" (a) RETURNs.-Every individual (other than a nonresident alien 
i11dividual) having net earnings from self-employment of $400 or 
more for the ta:n•.ble year shall make a return containing such informa-
tion for !he p~n·~ose of c~rrying out the provis~ons of this subchapter 
as the _CommJssw~er, w1th the approval of tne Secretary, may by 
regulatwns prescnbe. Such return shall be considered a return 
required under section 51 (a). In the case of a husband and wife 
filing a joint return under section 51 (b), the tax imposed by this 
subchapter shall not be computed on the aggregate income but shall 
be the sum of the taxes computed under this subchapter on the separn.te 
self-employment income of each spouse. · 
"(b) TITLE OF SUBCHAPTEr..-This subchapter may be cited as the 
'Self-Employment Contributions Act'. 
"(c) EFFECTIVE DATE IN CASE OF .PuEino Rwo.-For effective date 
in case of Puerto Rico, see section 3810. 
" (d ) CoLLECTION oF TAxEs IN V maiN IsLANDS AND PuERTo Rrco.-
For provisions relating to collection of taxes in Virgin Islands and 
Puerto Rico, see section 3811." · 
(b) Chapter 38 of the Intemal Revenue Code is amended by adding 
at the end thereof the following new sections: 
"SEC. 3810. EFFECTIVE DATE IN CASE OF PUERTO RICO. 
"If the Governor of Puerto Rico certifies to the President of the 
United States that the legislature of Puerto Rico has, by concurrent 
resolution, resolved that it desires the extension to Puerto Rico of the 
provisions of title II of the Social Security Act, the effective date 
referred to in sections 1426 (e), 481 (a) (7), and 481 (b ) shall be 
.January 1 of the first calendar year which begins more than ninety 
days after the date on which the President receives such cer6fication. 
"SEC. 3811. COLLECTION OF TAXES IN VIRGIN ISLANDS AND PUERTO 
RICO. 
"Notwithstanding any other provision of law respecting taxation in 
the Virgin Islands or Puerto Rico, all taxes imposed by subchapter E 
of chapter 1 and by subchapter A of chapter 9 shall be collected by the 
Bureau of Internal Revenue under the direction of the Secretary and 
shall be paid into the Treasury of the United States as intemal revenue 
collections. ..~11 provisions of the intemal revenue laws of the United 
States relating to the administration and enforcement of the tax 
imposed by subchapter E of chapter 1 (including the provisions relat-
ing to The Tax Court of the United States), and of any tax imposed 
by subchapter A of ch apter 9, shall, in respect of such tax, extend to 
and b e applicable in the Virgin I slands and Puerto Rico in the same 
manner and to the sn,me extent as if the Virgin I slands and Puerto 
Rico were each a State, and as if the term 'United States' when used 
in a geographical sense included the Virgin Islands and P uerto Rico. · 
"SEC. 3812. MITIGATION OF EFFECT OF STATUTE OF LIMITATIONS 
AND OTHER PROVISIONS IN CASE OF RELATED TAXES 
UNDER DIFFERENT CHAPTERS. 
"(a) Smr-EMPLOYl\iEN'l' TAx AND TAx ON ·vVAGEs.-In the case of 
the tax imposed by subchapter E of chapter 1 (relating to tax on self-
employment income) and the trrx imposed by section 1400 of sub-
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chapter A of chapter 9 (relating to tax on employees under the Federal 
Insurance Contributions Act)-
" (1) (i) if an amount is erroneously treated as self-employment 
income, or . 
" ( ii) if an amount is erroneously treated as wages, and 
"(2) if the correction of the error would require an assessment 
of one such tax and the refund or credit of the other tax, and 
"(3) if at any time the correction of the error is authorized 
as to one such tax· but is prevented as to the other tax by any law 
or rule of law (other than section 3761, relating to compromises), 
then, if the correction authorized is made, the amount of the assess-
ment, or the amount of the credit or refund, as the case may be, author-
ized as to the one tax shall be reduced by the amount of the credit or 
refund, or the amount of the assessment, as the case may be, which 
would be required with respect to such other tax for the correction 'of 
the error if such credit or refund, or such assessment , of such other 
tax were not prevented by any law or rule of law (other than section 
3761, relating to compromises). 
"(b) DEFINITIONs.-For the purposes of subsection (a) of this sec-
tion, the t erms 'self-employment income' and 'wages' shall have the 
same meaning as when used in section 481 (b)." 
(c) Section 3801 of the Internal Revenue Code is amended by 
adding at the end thereof the following new subsection: . 
"(g) TAxEs l:llrPOSED BY CHAPTER 9.-The provisions of this section 
shall not be construed to apply to any tax imposed by chapter 9." 
(d) (1) Section 3 of the Internal Revenue Code is amended by 
inserting at the end thereof the following: 
"Subchapter E-Tax on Self-Emplo.Y.,ment Income (the Self-
Employment Contributions Act), eli vided into sections." 
(2) Section 12 (g) of the Interm~l Revenue Code is amended by 
inserting at the end thereof the followmg: 
"(6) Tax on Self-Employment Income.-For tax on self-
employment income, see subchapter E." 
(3) Section 31 of the Internal Reveime Code is amended by insert-
ing immediately after the words "the tax" the following: " (other than 
the tax imposed by subchapter E, relating to tax on self-employment 
income)"; and section 131 (a) of the Internal R evenue Code is 
amended by inserting immediately after the words "except the tax 
imposed under section 102" the following: "and except the tax imposed 
unde1' subchapter E". 
(4) Section 58 (b) (1) of the I nternal Revenue Code is amended 
by inserting immediately after the words "withheld at source" the 
following: "and without regard to the tax imposed by subchapter E 
on self-employment income". 
( 5) Section 107 of · the Internal Revenue Code is amended by 
inserting at the end thereof the following new subsection : 
"(e) TAx oN SELF-El\IPLOYMENT INcOl\IE.-This section shall be 
applied without regard to, and shall not affect, the tax imposed by 
subchapter E, relating to tax on self-employment income." 
( 6) Section 120 of the Internal R evenue Code is amended by insert-
ing immediately after the words "amount of income" the following: 
" (determined without regard to subchapter E, relating to tax on self-
employment income)". 
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. ( 7). Sec~ion 1~1 (a) of the Internal Revenue Cod~ is amended by 
.msertmg Immediately after th~ words "The taxes Imposed by this 
chapter" the following: " (other than the tax imposed by subchapter 
E, relating to tax on self-employment income)". 
(8) Section 294 (d) of the Internal Revenue Code is amended by 
inserting at the end thereof the following new paragraph: 
"(3) TAX ON SELF-EliiPLOYli1ENT INCOME.-This subsection shall 
be applied without regard to the tax imposed by subchapter E, 
relnt in,o: to tax op. self-employment income." 
MISCELLANEOUS Al\IEND~IENTS 
SEc. 209. (a) (1~ Section 1607 (b) 0f the Internal Revenue Code is 
amended to read as follows : 
"(b) WAGES.-The term 'wages' means all remuneration for 
employment, including the cash value of all remuneration paid in 
any medium other than cash.; except that such term shall not include-
" ( 1) That part of the remuneration which, after remuneration 
(other than remtmeration referred to in the succeeding paragraphs 
of this subsection) equal to $3,000 with respect to employment has 
been paid to an individual by an employer during any calendar 
year, is paid to such individual by such employer during such 
calendar year. If an employer (hereinafter referred to as suc-
cessor employer) during any calendar year acquires substantially 
all the property used in a trade or business of another employer 
(hereinafter referred to as a predecessor), or used in a separate 
unit of a trade or business of a predecessor, and immediately after 
the acquisition employs in his trade or business an individual who 
immediately prior to the acquisition was employed in the trade 
or business of such predecessor, then, for the purpose of determin-
ing whether the successor employer has paid remuneration 
(other than remuneration referred to in the succeeding para-
O'raphs of this subsection) with respect to employment equal to 
$3,000 to such individual during such calendar year, any remu-
neration (other than remuneration referred to in the succeeding 
paragraphs of this subsection) with respect to employment paid 
(or considered under this paragraph as having been paid) to 
such individual by such predecessor during such calendar year 
and prior to such acquisition shall be considered as having been 
paid by such successor employer; 
"(2) The amount of any payment (including any amount paid 
by an employer for insurance or annuities, or into a ftmd, to 
provide for any such payment) made to, or on behalf of, an 
employee or any of his dependents under a plan or system estab-
lished by an employer which makes provision for his employees 
generally (or for his employees generally and their dependents) 
or f or a class or classes of his employees (or for a class or classes 
of his employees and their dependents), on account of (A) retire-
ment , or (B) sickness or accident disability, or (C) medical or 
hospitalization expenses in connection with sickness or accident 
disability, or (D) death; . 
" ( 3) Any payment made to an employee (including any 
amount paid by an employer for in.surance or annuities, or 
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into a fund, to provide for any such payment) on account of 
retirement; 
" ( 4) Any payment on account of sickness or accident disability, 
or medical or hospitalization expenses in connection with sickness 
or accident disability, made by an employer to, or on behalf of, 
an employee after the expiration of six calendar months follow-
ing the Iast calendar month in which the employee worked for 
such employer; 
" ( 5) Any payment made to, or on behalf of, an employee or 
his beneficiary (A.) from or to a trust exempt from tax under 
section 165 (a) at the time of such payment unless such payment 
is made to an employee of the trust as remuneration for services 
rendered as such employee and not as a beneficiary of the trust, 
or (B) under or to an annuity plan which, at the time of such 
payment, meets the requirements of section 165 (a) (3), (4') , (5), 
and (6); 
"(6) The payment by an employer (without deduction from 
the remuneration of the employee) (A) of the tax imposed upon 
an employee under section 1400, or (B) of any payment required 
from an employee under a State unemployment compensation 
law; 
"(7) Remuneration paid in any medium other than cash to an 
emJ?loyee for service not in the course of the employer's trade or 
busmess; 
" ( 8) Any payment (other than vacation or sick pay) made to 
an employee after the month in which he attains the age of sixty-
five; if he did not work for the employer in the period for which 
such payment is made ; 
"(9) Dismissal payments which the emPloyer is not legally 
required to make." 
( 2) The amendment made by paragraph ( 1) shall be applicable only 
with respect to remuneration paid after 1950. I n the case of remu-
neration paid prior to 1951, the determination under section 1607 
(b) (1) of the Internal Revenue Code (prior to its amendment by 
this Act) of whether or not such r emuneration constituted wages shall 
be made as if paragraph (1) of this subsection had not been enacted 
and without inferen:ces drawn from the fact that the amendment made 
by paragraph (1) is not ma€le applicable to periods prior to 1951. 
(3) Effective with respect to remtmeration paid after December 31, 
1951, section 1607 (b) of the Internal Revenue Code is amended by 
changing the semicolon at the end of paragraph (8) to a period and 
by striking out paragraph (9) thereof. 
(b) ( 1) Section 1607 (c) ( 3) of the Internal Revenue Code is 
amended to read as follows : 
"(3) Service not in the course of the employer's trade or business 
performed in any calendar quarter by an employee, unless the cash 
remuneration paid for such service is $50 or more and such service 
is performed by an individual who is regularly employed by such 
employer to perform such service. For the purposes of this para-
graph, an individual shall be deemed to be regularly employed by 
an employer during a calendar quarter only if (A) on each of 
some twenty-four clays during such quarter such individual per-
forms for such employer for som.e portion of the clay service not 
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~n ~h~ course of the empl0yer's trade or business, or (B) such 
md1v1dual was regularly employed (as determined under clause 
(A)) by such employer in the performance of such service during 
t'he preceding calendar quarter;". 
(2) Section 1607 (c) (10) (A) (i) of the Internal Revenue Code is 
amended by striking out "does not exceed $45" and inserting in lieu 
thereof "is less than $50". 
(3) Section 1607 (c) (10) (E) of the Internal Revenue Code is 
· amended by striking out "in any calendar quarter" and by strikin(J' out 
",and the r emuneration f or such service does not exceed $45 ( excl~sive 
of room, board, and tuition)". 
(4) The amendments made by paragraphs (1), (2), and (3) shall 
be applicable only with respect to service perform.ed after 1950. 
(·c) (1) Section 1621 (a) (4) of the Internal R evenue Code is 
amended to read as follows: 
" ( 4) for service not in the course of the employer's trade or 
business performed in any calendar quarter by an employee, unless 
the cash remuneration paid for such service is $50 or more and 
such service is performed by an. individual who is r egularly 
employed by such employer to perform such service. For the 
purposes of this paragraph, an individual shall be deemed to be 
regularly employed by an employer during a calendar quarter 
only if (A) on each of some twenty-four days during such quarter 
such individual performs for such employer for some portion of 
the day service not in the course of the employer's trade or busi-
ness, or (B) such individual was regnlarly employed (as deter-
minec1 under clanse (A)) by such employer in the performance of 
such service during the preceding calendar quarter, or" . 
(,2) Section 1621 (a) of the I ntemal R evenue Code is amended by 
st-rilcing out paragraph (9) thereof and inserting in lieu thereof the 
followin g: 
"(9) for services performed by a duly ordained, commissioned, 
or licen sed minister of a clnlrch in the exercise of his ministry or 
by a member of a religious order in the eAercise of duties required 
by such order, or 
" ( 10) (A) for services performed by an individual under the 
age of eighteen in the delivery or distribution of newspapers or 
shopping news, not including delivery or distribution to a.ny point 
f or subsequent delivery or distribution, or 
" ( n) for services performed by an individual in, and at the 
time of, the sale of newspapers or magazines to ultimate con-
sumers, under an anangement under which the newspapers or 
magazines are to be sold by him at a fixed price, his compensation 
being based on the retention of the excess of such price over the 
amonnt at which the newspapers or magazines are charged to 
him, wh ether or not he is guaranteed a minimum amount of com-
p ensation for such service, or is entitl ed to be credited with the 
unsold newspapers or lmtgazines turned back, or 
"(11) for services not in the course of the employer's trade or 
business, to the extent paid in any medium other than cash, or 
" ( 12) to, or on behalf of, an employee or his beneficiary 
(A) fnm· or to a t rust exempt from tax under section 165 (a) at 
the time of such payment unless such p ayment is made to an 
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employee of the trust as remuneration for services rendered as 
such employee and not as .a beneficiary of the trust, or (B) under 
or to an annuity plan which, at the time of such payment, meets 
the requirements of section 165 (a) (3), ( 4), ( 5), and ( 6) ." 
(3) The amendments made by paragr?'phs (1) and (2) shall be 
applicable only with respect to remuneratwn paid after 1950. 
(d) ( 1) Section 1631 of the Internal Revenue Code is amended to 
read as follows: . 
"SEC. 1631. FAILURE OF EMPLOYER TO FILE RETURN. 
"In case of a failure to make and file any return required umbr this 
chapter within the time prescribed by _la~ or prescribed by th~ Co~­
missioner in pursuance of law, unless It IS shown that such failure IS 
due to reasonq,ble cause and not to willful neglect, the addition to the 
tax or taxes required to be shown on such return shall not be less 
than $5." 
(2) The amendment made by paragraph (1) shall be applicable 
only with respect to returns filed after December 31, 1950. 
(e) If a corporation (hereinafter r eferred to as a predecessor) 
incorporated under the laws of one State is succeeded after 1945 and 
before 1951 by another corporation (hereinafter referred to as a suc-
cessor) incorporated under the laws of another State, and if immedi-
ately upon the succession the business of the successor is identical with 
that of the predecessor and, except for qualifying shares, the propor-
tionate interest of each shareholder in the successor is identical with 
his proportionate interest in the predecessor, and if in connection with 
the succession the predecessor is dissolved or merged into the successor, 
and if the predecessor and the successor are employers under the 
Federal Insurance Contributions Act and the Federal Unemployment 
Tax Act in the calendar year in which the succession takes place, 
then-
( 1) the predecessor a1td successor corporations, for purposes 
only of the application of the $3,000 limitation in the definition 
of wages under such Acts, shall be considered as one employer for 
such calendar year, and 
(2) the successor shall, subject to the applicable statutes of 
limitations, be entitled to a credit or refund, without interest, of 
any tax under section 1410 of the F ederal Insurance Contributions 
Act or section 1600 of the Feder al Unemployment Tax Act 
(together with any interest or p enalty thereon) paid with respect 
to ~emuneration paid by the su~cessor during such calendar year 
wlnch would not have been subJect to tax under such Acts if the 
remuneration had been paid by the predecessor. 
TITLE III- AMENDMENTS TO PUBLIC ASSISTANCE AND 
MATERNAL AND CHI LD WELFARE PROVISIONS OF THE 
SOCIAL SECU·RIT Y ACT 
PAnT 1-0Ln-AGE AssiSTANCE 
REQUIREMENTS OF STATE OLD-AGE ASSISTANCE PLANS 
SEc. 301. (a) Clause (4) of subsection (a) ofsection2oftheSocial 
Security Act is amended to read: " ( 4) provide for granting an oppor-
tunity for a fair hearing beiore the State agenc;y to any individual 
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whose claim for old-age assistance is denied or is not acted upon with 
reasonable promptness. 
(b) Such subsection i£ further amended by striking out "and" be-
fore clause ( 8) thereof, and by striking out the period at the end of 
such subsection and inserting in lieu thereof a semicolon and the fol-
lowing new clauses:" (9) provide that all individuals wishino· to make 
application for old-age assistance shall have opportunity to do so and 
that old.-a.~e a~sis~a~1ce shall be furnish.ed -yvith reasonable promptness 
to all ebg1ble mdivicluaJs ; and (10) etlechve July 1, 1953, provide, if 
the plan includes payments to individuals in private or public insti-
tutions, for the establishment or designation of a State authority or 
authorities which shall be r esponsible for establishing and maintainin()' 
standards for such institutions." "' 
(c) The amendments made by subsections (a) and (b) shall take 
effect J uly 1, 1951. 
COMPUTATION OF FEDERAL PORTION OF OLD-AGE ASSISTANCE 
SEc. 302. (a) Section 3 (a) of the Social Security Act is amended to 
read as follows: 
"SEc. 3. (a) From the sums appropriated therefor, the Secretary of 
the Treasury shall pay to each State which has an approved plan for 
old-age assistance, for each quarter, beginning with the quarter com-
mencing October 1,1950, (1) in the case of any State other than Puerto 
Rico and the Virgin I slands, an amount, which shall be used exclu-
sively as old-age assistance, equal to the sum of the following pro-
portions of the total amounts expended during such quarter as old-age 
assistance under the State plan, not counting so much of such expendi-
ture with respect to any individual for any month as exceeds $50-
" (A) three-fourths of such expenditures, not counting so much 
of any expenditm'e with respect to any month as exceeds the 
product of $20 multiplied by the total number of such individuals 
who received old-age assistance fo.r such month; plus 
"(B) one-half of the amount by which such expenditures 
exceed the maximum which may be counted nnder clause (A); 
and (2) in the case of Puerto Rico and the Virgin I slands, an amount, 
which shall be used exdusive]y as old-age assistance, equal to one-half 
of the total of the sums expended during such quarter as old-age 
assistance under the State plan, not counting so much of such expendi-
t ure with respect to any individual for any month as exceeds $30, 
and (3) in the case of any State, an am.ount equal to one-hal£ of the 
total of the sums expended during such quarter as found necessary 
by the Administrator for the proper and efficient administration of the 
State plan, which amount shall be used for paying the costs of 
admini stering the State plan or for old-age assistance, or both., and 
for no other purpose." 
(b) The amendment made by subsection (a) shall take effect 
October 1, 1950. 
DEFINITION OF OLD-AGE ASSISTANCE 
SEc. 303. (a) Section 6 of the Social Security Act is amended to 
read as follows : 
"DEFINITION 
"SEc. 6. For the purposes of tlus title, the term 'old-age assistance' 
means Inoney payments to, or medical care in behalf of or any type 
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of remedial care recognized under State law in behalf of, needy indi-
viduals who are sixty-five years of age or older, but does not include 
any such payments to or care in behalf of any individual who is an 
i1m1ate of a public institution (except as a patient in a medical insti-
tution) or any individual (a) who is a patient in an institution for 
tuberculosis or mental diseases, or (b) who has been diagnosed as 
having tuberculosis or p,sychosis and is a patient in a medical institu-
tion as a result thereof. ' · 
(b) The amendment made by subsection (a) shall take effect October 
1, 1950, except that the exclusion of money payments to needy indi-
viduals described in clause (a) or (b) of section 6 of the Social Security 
Act as so amended shall, in the case of any of such individuals who are 
not patients in a public institution, be effective July 1, 1952. 
PART 2-Am TO DEPENDENT CniLDREN 
REQUIUEl\fENTS OF STATE PLANS FOR AID TO DEPENDENT CHILDREN 
. SEc. 321. (a) Effective July 1, 1951, dause ( 4) of subsection (a) of 
section 402 of the Social Security Act is amended to read as follows: 
" ( 4) provide for granting an opportunity for a fair hearing before the 
State agency to any individual whose claim for aid to dependent chil-
ch·en is denied or is not acted upon with reasonable promptness;". 
(b) Such subsection is further amended by striking out "and" 
before clause (8) thereof, and by striking out the period at the end 
of such subsection and inserting in lieu thereof a semicolon and the 
following new clauses : "(9) provide, effective July 1, 1951, that all 
individuals wishing to make application for aid to dependent children 
shall have opportunity to do so, and that aid to dependent children 
shall be furnished with reasonable promptness to all eligible indi-
viduals; (10) effective July 1, 1952, provide for prompt notice to 
appropriate law-enforcement officials of the furnishing of aiel to 
dependent children in respect of a child who has been deserted or 
abandoned by a parent; and (11) provide, effective October 1, 1950, 
that no aid will be furnished any individual under the plan with 
respect to any period with respect to which he is receiving old-age 
assistance under the State plan approved under section 2 of this Act." 
(c) Effective July 1, 1952, clause (2) of. subsection (b) of section 
402 of the Social Security Act is amended to read as follo·ws: "(2) 
who was born within one year immediately preceding the application, 
if the parent or other relative with whom the child is living has 
resided in the State for one year innnediately preceding the birth". 
COMPUTATION OF FEDERAL PORTION OF AID TO DEPENDENT CIIILDREN 
SEc. 322. (a) Section 403 (a) of the Social Security Act is amended 
to read as follows : · 
"SEc. 403. (a) From the sums appropriated therefor, the Secretary 
of the Treasury shall pay to each State which has an approved plan for 
aid to dependent children, for each quarter, beginning with the quar-
ter commencing; October 1, 1950, (1) in the case of any State other 
than Puerto Rico and the Virgin Islands, an amount, which shall be 
used exclusively as aid to dependent children, equal to the sum of the 
following proportions of the total amounts expended during such 
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quarter as aid to depend~nt chil~lren under the State plan, not counting 
so much of such expenditure With respect to any dependent child for 
any month as exceeds $27, or if there is more than one dependent child 
in .the same hom~, as exceeds $27 with respect to one such dependent 
child and $18 With respect to each of the other dependent children 
and not colmting .so m~ch of such expenditure for any month witl~ 
respect to a relative with whom any dependent child is livino- as 
exceeds $27- "' 
"(A) three-fourths of such expenditures, not counting so much 
of the expenditures with respect to any month as exceeds the 
product of $12 multiplied by the total number of dependent chil-
dren and other individuals with respect to whom aiel to dependent 
children is paid for such month, plus 
"(B) one-half of the amount by which such expenditures exceed 
the maximum which may be counted under clause (A); 
and (2) in the case of Puerto Rico and the Virgin Islands, an amount 
which shall be used exclusively as aiel to dependent children, equal t~ 
one-half of the total of the sums expended during such quarter as aiel 
to depenclen~ childr~n under the State plan, not counting so much of · 
such expenditure with respect to any dependent child for any month 
as exceeds $18, or if there is more than one dependent child in the 
same home, as exceeds $18 with respect to one such dependent child 
and $12 with respect to each of the other dependent children; and ( 3) 
in the case of any State, and amount equal to one-half of the total of the 
sums expended during such quarter as found necessary by the Admin-
istrator for the proper and efficient administration of the State plan, 
which amount shall be used for paying the costs of administering the 
State plan or for aiel to dependent children, or both, and for no other 
purpose." 
(b) The amendment made by subsection (a) shall take effect 
Octcb::-r 1, 1950. 
DEFINITION OF AlD TO DEPENDENT CHILDREN 
8Ec. 323. (a) Section 406 of the Social Security Act is amended by 
strikino· out subsection (b) and inserting in lieu thereof the following: 
"(b )""The term 'aid t? depencl~nt children' means money paymei~ts 
with respect to, or mediCal care m behalf of or any type of remechal 
care reco<mized under State law in behalf of, a dependent child or 
dependent children, and (except "When used . in clause (2) of section 
403 (a) ) includes money payments or medical care or any type of 
remedial care recoo·nized under State law for any month to meet the 
needs of the relativ~ with whom any dependent child is living if money 
payments have been made under the State plan with respect to such 
child for such month; . . . . , 
" (c) The t erm 'relative with whom any _depende~1t ch;tld IS hvi~lg 
means the individual who is one of the relatives specifiedu~ subsectiOn 
(a) and with whom such child is living .( wi~hin the meam1;1g <_>f. such 
subsection) in a place of residence mamtamed by such mdi_Yidual 
(himself or too·ether with any one or more of the other relatives so 
specified) as his (or their) own home." 
(b) The amendment made by subsection (a) shall take effect 
Octob ::>i' 1, 1950. 
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PART 3-MATERNAL AND CHILD WELFARE 
SEc. 331. (a) Section 501 of the Social Security Act is amended by 
striking out "there is hereby authorized to be appropriated for each · 
fiscal year, beginning with the fiscal year ending June 30, 1936, the 
sum of $11,000,000" and inserting in lieu thereof "there is hereby 
authorized to be appropriated for the fiscal year ending June 30, 1951, 
the sum of $15,000,000, and for each fiscal year beginning after June 
30, 1951, the sum of $16,500,000". 
(b) So much of section 502 of the Social Security Act as precedes 
9ubsection (c) is amended to read as follows: 
"ALLOTMENTS TO STATES 
"SEc. 502. (a) (1) Out of the sums appropriated pursuant to section 
501 for the fiscal year ending J tme 30, 1951, the Federal Security 
Administrator shall allot $7,500,000 as follows : He shall allot to each 
State $60,000 and shall allot each State such part of the remainder of 
the $7,500,000 as he finds that tl1e number of live births in such State 
bore to the total number of live births in the United States, in the 
latest calendar year for which the Administrator has available 
statistics. 
"(2) Out of the sums appropriated pursuant to section 501 for each 
fiscal year beginning after June 30, 1951, the Federal Security Admin-
istrator shall allot $8,250,000 as follows: He shall allot to each State 
$60,000 and shall allot each State such part of the remainder of the 
$8,250,000 as he finds that the number of live births in such State bore 
to the total number of live births in the United States, in the latest 
calendar vear for which the Administrator has available statistics. 
"(b) Out of the smns appropriated pursuant to section 501 the 
Administrator shall allot to the States (in addition to the allotments 
made under subsection (a)) for the fiscal year ending June 30, 1951, 
the sum of $7,500,000, and for each fiscal year beginning after June 
30, 1951, the sum of $8,250,000. Such sums shall be allotted according 
to the financial need of each State for assistance in carrying out its 
State plan, as determined by the Administrator after taking into 
consideration the number of live births in such State." 
(c) Section 511 of the Social Security Act is amended by striking 
out "there is hereby authorized to be appropriated for each fiscal year, 
beginning with the fiscal year ending June 30, 1936, the sum of 
$7,500,000" and inserting in lieu thereof "there is hereby authorized to 
be appropriated for the fiscal year ending June 30, 1951, the sum of 
$12,000,000, and for each fiscal year beginning after June 30, 1951, the 
sum of $15,000,000". 
(d) So much of section 512 of the Social Security Act as precedes 
subsection (c) is amended to read as follows: 
"ALLOTMENTS TO STATES 
"SEc. 512. (a) (1) Out of the sums appropriated pursuant to section 
51 1 for the fiscal year ending J nne 30, 1951, the Federal Security 
Administrator shall allot $6,000,000 as follows: He shall allot to each 
State $60,000, and shall allot the remainder vf the $6,000,000 to the 
States according to the need of each State as determined by him after 
taking into consideration the number of crippled chilch·en in such 
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State in need of the services referred to in section 511 and the cost 
of furni shing such services to them. 
"(2) Out of the sums appropriated pursuant to section 511 for each 
fiscal year beginnin,B after June 30, 1951, the Federal Security Admin-
istrator shall allot ~;7,500,000 as follows: I-Ie 2hall allot to each State 
$60,000, and shall allot the remainder of the $7,500,000 to the States 
according to the need of each State as determined by him after taking 
into consideration the number of crippled children in such State in 
need of the services referred to in section 511 and the cost of furnishino-
such services to them. "' 
" (b) Out of the sums appropriated pursuant to section 511 the 
Administrator sh all allot to the States (in addition to the allotments 
made t!nder subsection (a)) for the fiscal year en~ling J nne 30, 1951, the 
sum OI $6,000,000, and for each fiscal year begmmng after June 30, 
1951, the sum of $7,500,000. Such sums shall be allotted accordino- to 
the financial need of each State for assistance in carrying out its State 
plan, as detennined by the Administrator after taking into considera-
ti on the number of crippled children in each State in need of the 
services referred to in section 511 and the cost of furnishing such 
services to them." 
(e) Section 521 (a) of the Social Security Act is amended by strik-
ing out "$3,500,000" and inserting in lieu thereof "$10,000,000", by 
striking out "$20,000" and inserting in lieu thereof "$40,000", by strik-
ing out in the second sentence "as the rural population of such State 
bears to the total rural population of the United States" and inserting 
in lieu thereof "as the rural population of such State under the age 
of eighteen bears to the total rural population of the United States 
under such age", and by striking out the third sentence thereof and 
inserting in lieu of such sentence the following: "The amount so 
allotted shall be expended for payment of part of the cost of district, 
county, or other local child-welfare services in areas predominantly 
rural, for developing State services for the encouragement and assist-
ance of adequate methods of community child-welfare organization in 
areas predominantly rural and other areas of special need, and for 
paying the cost of returning any runaway child who has not attained 
the age of sixteen to his own community in another State in cases in 
which such return is in the inte1•est of the child and the cost thereof 
cannot otherwise be met: Provided, That in developing such services 
for children the facilities and eKperience of voluntary agencies shall 
be utilized in accordance with child-care programs and arrangements 
in the States and local communities as may be a~1thorized by the State:" 
(f) The amendments made by the precedmg subsectiOns of thrs 
section shall be effective with respect to fiscal years beginning after 
June 30, 1950. 
PART 4-Arn 'l'o THE BLIND 
REQUIREMENTS OF STATE PLANS FOR AID TO 'l'HEJ BLIND 
SEc. 341. (a) Clause ( 4) of subsection (a) of section 1002 . of the 
Social Security Act is amended to read as follows: " ( 4) provrde for 
granting an opportunity for a fair hearing before the State agency 
to any individual whose claim for aid to the blind is denied or is not 
acted upon with reasonable promptness ;". 
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(b) Clause (7) o:f such subsection is amended to read as :follows: 
"(7) provide that no aid will be :furnished any individual under the 
plan with respect to any period with respect to which he is receiving 
old-age assistance under the State plan approved under section 2 of 
this Act or aid to dependent children under the State plan approved 
under section 402 o:f this Act;". 
(c) (1) Effective :for the period beginning October 1, 1950, and 
ending June 30, 1952, clause (8) o:f such subsection is amended to read 
as follows : " ( 8) provide that the State agency shall, in determining 
need, take into consideration any other income and resources of an 
individual claiming aiel to the blind; except that the State agency may, 
in making such determination, disregard not to exceed $50 per month 
of earned income;". 
(2) Effective July 1, 19G2, such clause (8) is amended to read as 
follows: " ( 8) provide that the State agency shall, in determining need, 
take into consideration any other income and resources of the inch-
vidual claiming aid to the blind; except that, in making such determin-
ation, the State agency shall disregard the first $50 per month o:f 
earned income ; ". 
(d) Such subsection is further amended by striking out "and" before 
clause (9) thereof, and by striking out the period at the end of such 
subsection and inserting in lieu thereof a semicolon and the following 
new clauses : " (10) provide that, in determining whether an individual 
is blind, there shall be an examination by a physician skilled in 
diseases of the eye or by an optometrist; (11) effective July 1, 1951, 
provide that all individuals wishing to make application for aid to 
the blind shall have opportunity to do so, and that aid to the blind 
shall be furnished with reasonable promptness to all eligible indi-
viduals; and (12) effective July 1, 1953, provide, if the plan includes 
payments to individuals in private or public institutions, for the 
estab1ishment or designation of a State authority or authorities which 
shall be responsible for establishing and maintaining standards for 
such institutions." 
(e) Effective July 1, 1952, clause (10) of such subsection is amended 
to read as follows: "(10) provide that, in determining whether an 
individual is blind, there shall be an examination by a physician skilled 
in diseases of the eye or by an optometrist, whichever the individual 
may select;". 
(£) The amendments made by subsections (b) and (d) shall take 
effect October 1, 1950; and the amendment made by subsection (a) 
shall take effect July 1, 1951. 
COl\lPUTATION OF FEDERAL PORTION OF AID TO THE BLIND 
SEc. 342. (a) Section 1003 (a) of the Social Security Act is amended 
to read as follows : 
"SEc. 1003. (a) From the sums appropriated therefor, the Secretary 
of the Treasury shall pay to each State which has an approved plan 
for aiel to the blind, for each quarter, beginning with the quarter 
commencing October L 1950, ( 1) in the case of any State other than 
Puerto Rico and the Virgin Islands, an amount, which shall be used 
exclusively as aiel to the blind, equal to the sum of the following 
proportions of the total amounts expended during such quarter as 
aid to the blind under the State plan, not counting so much of such 
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expenditure with respect to any individual for any month as exceeds 
$50-
" (A) three-fourths of such expenditures, not counting so much 
of any expenditure with respect to any month as exceeds the prod-
uct of $20 multiplied by tl;te total munber of s'uch individuals who 
received aid to the blind for such month, plus 
" (B) one-half of the amount by which such expenditures exceed 
the maximum which may be counted under clat1se (A) ; 
and (2) in the case of Puerto Rico and the Virgin Islands, an amount, 
which shaJl be used exclusively as aiel to the blind, equal to one-half of 
the total of the sums expended during such quarter as aid to the blind 
under the State plan, not counting so much of such expenditure with 
respect to any individual for any month as exceeds $30; and (3) in 
the case of any State, an amount equal to one-half of the total of the 
sums expended during such quarter as f01md necessary by the Admin-
istrator for the proper and efficient administration of the State plan, 
which amount shall be used for paying the costs of administering the 
State plan or for aid to the blind, or both, and for no other purpose." 
(b) The mnenclment made by subsection (a) shall take effect October 
1,1950. 
DEFINITION OF AID TO THE BLIND 
SEc. 343. (a) Section 1006 of the Social Security Act is amended to , 
read as follows : 
"DEFINITION 
"SEc. 1006. For the purposes of this title, the term 'aiel to the blind' 
means money payments to, or medical care in behalf of or any type of 
remedial care recognized under State law in behalf of, blind indi-
viduals who are needy, but does not include any such payments to or 
care in behalf of any individual who is an inmate of a public institu-
tion (except as a patient in a medical institution) or any individual 
(a) who is a patient in an institution for tuberculosis or mental dis-
eases, or (b) who has been diagnosed as having tuberculosis or 
psychosis and is a patient in a medical institution as a result thereof." 
(b) The amendment made by subsection (a) shall take effect Octo-
ber 1, 1950, except that the exclusion of money payments to needy 
individuals described in clause (a) or (b) of section 1006 of the Social 
Security Act as so amended shall, m the case of any of such individuals 
who are not patients in a public institution, be effective July 1, 1952. 
APPROVAL OF CERTAIN STATE PLANS 
. SEc. 344. (a) In the case of any State (as defined in the Social 
Security Act, but excluding Puerto Rico and the Virgin Islands) which 
did not have on January 1, 1949, a State plan for aid to the blind 
approved under title X of the Social Security Act, the Administrator 
shall approve a plan of such State for aid to the blind for the purposes 
of such title X, even though it does not meet the requirements of 
clause (8) o£ section 1002 (a) of the Social Security Act, if it meets 
all other requirements of such title X for an approved plan for aid 
to the blind; but payments under section 1003 of the Social Security 
Act shall be made, in the case of any such plan, only with ~·espect to 
expenditures thereunder which would be included as expenditures for 
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the purposes of such section under a plan approved under such title X 
without regard to the provisions of this section. 
(b) The provisions of subsection (a) shall be effective only for the 
period beginning October 1, 1950, and ending June 30, 1955. 
PART 5-Am TO THE PERMANENTLY AND ToTALLY DISABLED 
SEc. 351. The Social Security Act is further amended by aclc1ing 
after title XIII thereof the following new title: 
"TITLE XIV-GRANTS TO STATES FOR AID TO THE 
PERMANENTLY AND TOTALLY DISABLED 
".APPROPRIATION 
"SEc. 1401. For the purpose of enabling each State to furnish 
financial assistance, as far as practicable under the conditions in such 
State, to needy individuals eighteen years of age or older who are 
permanently and totally disabled,- there is hereby authorized to be 
appropriated for the fiscal year ending June 30, 1951, the sum of 
$50,000,000, and there is hereby authorized to be appropriated for 
each fiscal year thereafter a sum sufficient to carry out the purposes 
of this title. The sums made available under this section shall be 
used for ma.king payments to States which have submitted, and had 
approved by the Administrator, State plans for aid to the permanently 
and totally disabled. 
" STATE PLANS FOR AID TO THE PERMANENTLY AND TOTALLY DISABLED 
"SEc. 1402. (a) A State plan for aid to the permanently and totally 
disabled must ( 1) provide that it shall be in effect in all political 
subdivisions of the State, and, if administered by them, be mandatory 
upon them; (2) provide for financial participation by the State; 
(3) either provide for the establishment or designation of a single 
State agency to administer the plan, or provide for the establishm.ent 
or designation of a single State agency to supervise the administra-
tion of the plan; ( 4) provide for granting an opportunity for a fair 
hearing before the State agency to any individual whose claim for 
aid to the permanently and totally disabled is denied or is not acted 
tlpon with reasonable promptness; ( 5) provide such methods of 
administration (including methods relating to the establishment and 
maintenance of personnel standards on a merit basis, except that the 
Administrator shall exercise no authority with respect to the selec-
tion, tenure of office, and compensation of any individual employed 
in accordance with such methods) as are found by the Administrator 
to be necessary for the proper and efficient operation of the plan; 
( 6) provide that the State agency will make such reports, in such 
form and containing such information, as the Administrator may 
from time to time require, and comply with such provisions as the 
Administrator may from time to time find necessary to assure the 
correctness and verification of such reports; (7) provide that no aid 
will be furnished any individual under the plan with respect to any 
period with respect to "·hich he is receiving old-age assistance under 
the State plan approved under section 2 of this Ad, aid to dependent 
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chil~ren under ~he State plan approved under section 402 of this Act, 
or a1d to the bhnd under the State plan approved under section 1002 
of tlus Act; (8) provide that the State agency shall, in determining 
need, take into consideration any other income and resources of an 
individual claiming aid to the permanently [J-nd totally disabled; 
(9) provide safeguards whlch restrict the use or disclosure of infor-
mation concerning applicants and reciJ?ients to purposes directly 
connected with the administration of md to the permanently and 
totally disabled; (10) provide that all individuals wishing to make 
application for aid to the permanently and totally disabled shall 
have opportunity to do so, and that aiel to the permanently and totally 
disabled shall be furnished with reasonable promptness to all eligible 
individuals; and (11) effective .July 1, 1953, provide, if the plan 
includes payments to individuals in private or public institutions, for 
the establishment or designation of a State authority or authorities 
which shall be responsible for establishing and maintaimng standards 
for such institutions. . 
"(b) The Administrator shall approve any plan which fulfills the 
conditions specified in subsection (a), except that he shall not approve 
any plan which imposes, as a condition of eligibility for aid to the 
permanently and totally disabled under the plan-
" (1) Any residence requirement which excludes any resident of 
the State who has resided therein five years during the nine years 
immediately preceding the application for aid to the permanently 
and totally disabled and has resided therein continuously for one 
year immediately preceding the application; 
"(2) Any citizenship requirement which excludes anv citizen 
of the United States. · 
"PAYMENT TO STATES 
"SEc. 1403. (a) From the sums appropriated therefor, the Secretary 
of the Treasury shall pay to each State which has an approved plan 
for aid to the permanently and totally disabled, for each quarter, begin-
ninO" with the quarter commencing October 1, 1950, (1) in the case 
of a~1y State other than Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as aid to the permanently and totally 
disabled, equal to the sum of the following proportions of the total 
amonnts expended during such quarter as aid to the permanently and 
totally disabled under the State plan, not counting so much of such 
expeiiditure with respect to any individual for any month as exceeds 
$50-
"(A) three-fourths of such expenditures, not counting so much 
of any expenditure with respect to any month as exceeds the 
product of $20 multiplied by the total number of such individuals 
who received aid to the permanently and totally disabled for such 
month, plus · 
"(B) one-half of the amount by which such expenditures exceed 
the maximum whlch may be counted under clause (A); 
and (2) in the case of Puerto Rico and the-Virgin Islands, an amount, 
whlch shall be used exclusively as aid to the permanently and totaJly 
disabled, equal t<? one-half of the total of the sums _expended durmg 
such quarter as aid to the permanently and totally disab~ed under the 
State plan, not counting so much of such expenditure with respect to 
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any individual for any month as exceeds $30; and (3) in the case of 
any State, an amount equal to one-half of the total of the sums 
expended during such quarter as found necessary by the Administrator 
for the proper and efficient administration of the State plan, which 
amount shall be used for paying the costs of administering the State 
plan or for aiel to the permanently and totally disabled, or both, and 
for no other purpose. 
"(b) The method of computing and paying such amounts &hall be as 
follows: 
"(1) The Administ rator shall, prior to the beginning of each 
quarter, estimate the amount to be paid to the State for such 
quarter under the provisions of subsection (a), such estimate to 
be based on (A) a report fil ed by the State containing its estimate 
of the total sum to be expended in such quarter in accordance with 
the provisions of such subsection, and stating the amount appro-
priated or made available by the State and its political sub-
divisions for such expenditures in such quarter, and if such 
amount is less than the State's proportionate share of the total 
sum of such estimated expenditures, the source or sources from 
which the difference is expected to be derived, (B) records show-
ing the number of permanently and totally disabled individuals in 
the State, and (C) such other investigation as the Administrator 
may find necessary. 
" ( 2) The Administrator shall then certify to the Secretary of the 
Treasury the amount so estimated by the Administrator, (A) re-
duced or increased, as the case may be, by any sum by v>hich he finds 
that his estimate for any prior quarter 'vas greater or less than the 
amount which should have been paid to the State under subsection 
(a) for sueh quarter, and (B) reduced by a sum equivalent to the 
pro rata share to which the United States is equitably entitled, as 
determined by the Administrator, of the net amount recovered during 
a prior quarter by the State or any political subdivision thereof with 
respect to aid to the permanently and totally disabled furnished under 
the State plan; except that such increases or reductions shall not be 
made to the extent that such sums have been applied to make the 
amount certified for any prior quarter greater or less than the amount 
estimated by the Administrator for such prior quarter: Provided, 
That any part of the amount recovered from the estate of a deceased 
recipient which is not in excess of the amount expended by the State 
or any political subdivision thereof for the funeral expenses of the 
deceased shall not be considered as a basis for reduction under clause 
(B) of this paragraph. 
"(3) The Secretary of the Treasury shall thereupon, throucrh the 
Fiscal Service of the Treasury Department, and t-rior to at~lit or 
settlement by the General Accounting Office, pay to the State, at the 
ti.me or times fixed by the Administrator, the amount so certified. 
"OPERATION OF STATE PLANS 
"SEc. 1404. In the case of any State plan for aid to the permanently 
and totally disabled which has been approved by the Administrator , 
if the Administrator after reasonable notice and opportunity for 
~eari1:g to the State agency administering or supervising the aclmin-
lstratwn of such pla,n, finds-
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" ( 1) that the plan has been so changed as to impose any resi-
dence or citizenship requirement prohibited by section 1402 (b) 
or that in the administration of the plan any such prohibited 
requirement is imposed, with the knowledge of such State a.o·ency, 
in a substantial number of cases; or o 
"(2) that in the administration of the plan there is a failure to 
comply substantially with any provision required by section 1402 
(a) to be included in the plan; 
the Administrator shall notify such State agency that further pay-
ments will not be made to the State until he is satisfied that such 
prohibited requirement is no longer so imposed, and that there is no 
longer any such failure to comply. Until he is so satisfied he shall 
make no further certification to the Secretary of the Treasury with 
respect to such State. 
"DEFINITION 
"SEc. 1405. For the purposes of this title, the term 'aid to the per-
manently and totally disabled' means money payments to, or medical 
care in behalf of, or any type of remedial care recognized under 
State law in behalf of, needy individuals eighteen years of age or 
older "·ho are permanently and totally disabled, but does not include 
any such payments to or care in behalf of any individual who is an 
inmate of a public institution (except as a patient in a medical 
institution) or any individual (a) who is a patient in an institution 
for tuberculosis or mental diseases, or (b) who has been diagnosed 
as having tuberculosis or psychosis and is a patient in a medical 
instit ;1 tion as a result thereof." 
PART 6 - l\i:rscELLANlWUS A :liiENDlliENTS 
SEc. 361. (a) Section 1 of the Social Security Act is amended by 
strikirw out "Social Security Board established by Title VII (herein-
after re"ferrecl to as the 'Board')" and inserting in lieu thereof "Federal 
Security Administrator (hereinafter referred to as the 'Adminis-
trator')". 
(b) Section 1001 of the Social Security Act is amended by striking 
out "Social Security Board" and inserting in lieu thereof "Admin-
istrator". 
(c) The foll~nying provisions. of t~1e So?ial Se?urity Act ,~re e~ch 
amended by strrkmg out ''Board'· andmsertmg m heu thereof Adnun-
istrator" : Sections 2 (a) ( 5) ; 2 (a) ( 6) ; 2 (b) ; 3 (b) ; 4; 402 (a) ( 5) ; 
402 (a) (6); 402 (b); 403 (b); 404; 702; 703; 1002 (a) (5); 1002 
(a) (G); 1002 (b) i 1003 (b~ ;.and1~04. . . 
(d) The followmg provrstons of the SoCial Securrty .t\ct are e~ch 
amended by strilcina out (when they refer to the Socml Security 
B l) ... , "' ., 0 d . t' . l' tl f "l " "l . " "l . " oarc •·rt- or 1ts· an n1ser ·1ng 1n 1eu 1ereo 1e , un1 , or us , 
as the context may require: Sections 2 (b) ; 3 (b) ; 4; 402 (b) ; 403 (b) ; 
404; 702; 703; 1002 (b) ; 1003 (b) ; and 10?4. . . 
(e) Title V of the Social Security Act IS amended by stnkmg out 
"Children's Bureau" "Chief of the Children's Bureau", "Secretary of 
Labor", and (in sections 503 (a) and 513 (a) ) "Board" and inserting 
in lieu thereof "Administrator". 
(:f) The heading o:f title VII of the Social Security Act is amended 
to read "ADMTNISTRA TION". 
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(g) Title XI of the E?ocial Securi~y Act is amended by adding at the 
end thereof the followmg new sect10n : 
"LIMITATION ON PAYMENTS TO PUERTO RICO AND THE VIRGIN ISLANDS 
"SEc. 1108. The total amotmt certified by the Administrator under 
titles I, IV, X, and XIV, for payment to Puerto Rico with respect ~o 
any fiscal year shap not exceed $4,250,0.00; and the total amount ~er~l­
fied by the Admimstrator under .such titles for payment to the Vugm 
I slands with respect to any fiscal year shall not exceed $160,000." 
TITLE IV -MISCELLANEOUS PROVISIONS 
OFFICE OF. COMMISSION ER FOR SOCIAL SECURITY 
SEc. 401. (a) Section 701 of the Social Security Act is amended to 
read : 
"OFFICE OF COMllUSSIONER FOR SOCIAL SECURITY 
"SEc. 701. There shall be in the Federal Security Agency a Com-
missioner for Social Security, appointed by the Administrator, who 
shall perform such functions relating to social security as the Admin-
istrator shall assign to him." 
(b) Section 908 of the Social Security Act Amendments of 1939 
is repealed. 
REPORTS TO CONGRESS 
SEc. 402. (a) Subsection (c) of section 541 of the Social Security 
Act is repealed. 
(b) Section 704 of such Act is amended to read : 
"ImPORTS 
"SEc. 704. The Administrator shall make a full report to Congress, 
at the beginning of each reaular session, of the administration of the 
functions with which he is <~'harged under this Act. In addition to the 
number of copies of such report authorized by other law to be printed, 
there is hereby authorized to be printed not more than five thousand 
copies of such report for use by the Administrator for distribution to 
Members of Congress and to State and other public or private agen-
cies or organizations participating in or concerned with the social 
security program." 
Al'iiENDl\IENTS TO TITLE XI OF THE SOCL'\L SECURITY ACT 
SEc. 403. (a) (1) Paragraph (1) of section 1101 (a) of the Social 
Security Act is am.ended to read as follows: 
"(1) The term 'State' includes Alaska, Hawaii, and the District 
of Columbia, and when used in titles I, IV, V, X, and XIV includes 
Puerto Rico and the Virgin Islands." 
(2) Paragraph (6) of section 1101 (a) of the Social Security Act 
is amended to read as follows : 
· "(6) The term 'Administrator', except when the context other-
wise requires, means the Federal Security Administrator." 
(3) The amendment made by paragraph (1) of this subsection shall 
take effect October 1, 1950, and the amendment made by paragraph 
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(2) of this su~section, ii~sofar as it repeal~ the definition of "employee", 
shall be effective only w1th respect to services performed after 1950. 
(b) Effective October ~' 1950, roection 1101 (a) of the Social Security 
Act IS amended by addmg at the end thereof the following new 
paragraph: 
"(7) The terms 'physician' and 'medical care' and 'hospitaliza-
tion' include osteopathic practitioners or the services of osteo-
pathic practitioners and hospitals within the scope of their prac-
tice as defined by State law." 
(c) Section 1102 of the Social Security Act is amended by strikinO' 
out "Social Security Board" and inserting in lieu thereof "FederJ 
Security Administrator". 
(d) Section 1106 of the Social Security Act is amended to read as 
follows: 
"DISCLOSURE OF INFGRMATION IN POSSESSION OF AGENCY 
"SEc. 1106. (a) No disclosure of any return or portion of a return 
(including information returns and other written statements) filed 
with the Commissioner of Internal R evenue under t itle VIII of the 
Social Security Act or under subchapter E of chapter 1 or subchapter 
A of chapter 9 of the Internal Revenue Code, or under regulations 
made under authority thereof, which has been transn1itted to the 
Administrator by the Commissioner of Internal Revenue, or of any 
file, record, report, or other paper, or any information, obtained at any 
time by the Administrator or by any officer or employee of the Federal 
Security Agency in the course of discharging the duties of the Admin-
istrator under this Act, and no disclosure of any such file, record, 
report, or other paper, or information, obtained at any time by any 
person from the Administrator or from any officer or employee of 
the Federal Security Agency, shall be made except as the Adminis-
trator may by regulations prescribe. Any person who shall violate any 
provision of this section shall be deemed guilty of a misdemeanor 
and, upon conviction thereof, shall be punished by a fine not exceeding 
$1 ,000, or by imprisonment not exceeding one year, or both. 
"(b) Requests for information, disclosure of which is authorized by 
regulations prescribed pursuant to subsection (.a) of this section, 
may be complied with if the agency, person, or organization maki.11g 
the request agrees to pay for the information requested in such 
amount, if any (not exceeding the cost of furnishing the information), 
ns may be determined by the Administrator. Payments for informa-
tion furnished pursuant to this section shall be made in advance or 
by way of reimbursement, as may be requested by the Administrator, 
and shall be deposited in the Treasury as a special deposit to be used 
to reimburse the appropriations (including authorizations to make 
expenditures from the Federal Old-Age and Survivors Insurance 
Trust F und) for the unit or units of the F ederal Security Agency 
which prepared or furnished the information." 
(e) Section 1107 (a) of the Social Security Act · is amended by 
striking out "the Federal Insurance Contributions Act, or the Federal 
Unemployment Tax Act," and inserting in lieu thereof the following: 
"subchapt er E of chapter 1 or subchapter A, C, or E of chapter 9 
of the Internal Revenue Code,". 
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(f) Section 1107 (b) of t~e S~cial. Security Act is a~e"?-ded by strik-
ino· out "Board" and 1nsertmg m hen thereof "Adnnmstrator", and 
byb striking out "wife, parent, or child", wherever appearing therein, 
and inserting in lieu thereof "wife, husband, widow, widower, former 
wife divorced, child, or parent". 
ADVANCES TO STATE UNEMPLOYMENT FUNDS 
SEc. 404. (a) Section 1201 (a) of the Social Security Act is amended 
by striking out "Jan nary 1, 1950" and inserting in lieu thereof 
"January 1, 1952". 
(b) (1) Clause (2) of the second sentence of section 904 (h) of the 
Social Security Act is amended to read: "(2) the excess of the taxes 
collected in each fiscal year beginning after June 30, 1946, and ending 
prior to July 1, 1951, under the Federal Unemployment Tax Act, over 
the unemployment administrative expenditures made in such year, 
and the excess of such taxes collected during the period beginning 
on July 1, 1951, and ending on December 31, 1951, over the unem-
ployment administrative expenditures made during such period." 
(2) The third sentence of section 904 (h) of the Social Security Act 
is amended by striking out "April 1, 1950" and inserting in lieu 
thereof "April1, 1952". 
(c) The amendments made by subsections (a) and (b) of this 
section shall be effective as of January 1, 1950. 
PROVISIONS OF STATE UNEllfPLOYMENT COMPENSATION LAWS 
SEc. 405. (a) Section 1603 (c) of the Internal Revenue Code is 
amended ( 1) by striking out the phrase "changed its law" and insert-
ing in lieu thereof "amended its law", and (2) by adding before the 
period at the end thereof the following: "and such finding has become 
effective. Such finding shall become effective on the mnetieth clay 
after the Governor of the State has been notified thereof unless the 
State has before such ninetieth clay so amended its law that it will 
comply substantially with the Secretary of Labor's interpretation of 
the provision of subsection (a), in which event such finding shall not 
become effective. No finding of a failure to comply substantially with 
the provision in State law specified in paragraph ( 5) of subsection (a) 
shall be based on an application or interpretation of State law with 
respect to which further administrative or judicial review is provided 
for under the laws of the State". 
(b) Section 303 (b) of the Social Security Act is amended by insert-
ing before the period at the end thereof the following: " : Provided, 
That there shall be no finding under clause (1) until the question of 
entitlement shall have been decided by the highest judicial authority 
given jurisdiction under such State law: Provided further, That any 
costs may be paid with respect to any claimant by a State and included 
as costs of administration of its law". 
SUSPENDING APPLICATION OF CERTAIN PROVISIONS OF CRIMINAL CODE 
TO CERTAIN PERSONS 
SEc. 406. Service or employment of any person to assist the Senate 
Committee on Finance, or its duly authorized subcommittee, in the 
investigation ordered by S . R es. 300, agreed to June 20, 1950, shall 
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not be considered as service or employment bringing such person 
within the provisions of section281, 283, or 284 of title 18 of the United 
States Code, or any other Federal law imposing restrictions, require-
ments, or penalties in relation to the employment of persons, the 
performance of services, or the payment or receipt of compensation in 
connection with any claim, proceeding, or matter involving the United 
States. 
REORGANIZATION PLAN NO. 2G OF 1050 
SEc. 407. For the purposes of section 1 (a) of Reorganization Plan 
No. 26 of 1950, this Act shall be deemed to have been enacted prior to 
t he effective elate of such plan. 
Approved August 28, 1950. 
----------------------------------------------------------------~------- ------
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